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The Azerbaijan Settlement 

Premier Qavam's success in reaching an agreement with Azer- 
baijani leaders on the terms which he originally proposed is qualified 
by the established presence of Soviet elements in Azerbaijan and the 
concessions which he has been compelled to make to the Soviet- 
supported Tudeh Party in the rest of Iran. The settlement, which, 
according to Azerbaijani leaders, was finally concluded on Soviet 
orders, represents a modification of the previous stand of the Soviet- 
supported "Democrats." The Azerbaijani "Army" is to be incorporated 
into the Central Iranian Army, land distribution and internal reform are 
to be carried out according to Qavam's proposals, the Azerbaijani have 
officially given up their bid for "autonomy," and Qavam is free to carry 
out his professed ambition to restore them to full allegiance to Tehran. 

Qavam, however, will be hindered in Ms efforts to develop a uni- 
fied and genuinely Independent Iran by the presence of Soviet officers 
and men in key positions in the Azerbaijani "Army" and police, and by 
the growing power of the leftist Tudeh Party in the rest of Iran, m order 
to better his position in negotiations with the USSR, Qavam recently has 
played up to the Tudeh Party and has carried out severely repressive 
measures against conservative elements. 

In the last analysis, however, Qavam's future success in main- 
taining Iran's independence will depend upon great-power policy. The 
Soviets appear to have recognized that their recent Iranian policy, 
while accomplishing its immediate military and economic objectives, 
was heavy-handed and over-hasty. Qavam's skill in mobilizing Iranian 
resistance and in exploiting world opinion through the UN apparently 
helped to convince the Soviets that gradual penetration (employed so 
effectively in Siakiang) would succeed better. Accordingly, with their 
oil and military objectives assured, the Soviets could afford to withdraw 
full support from the Azerbaijani ' Democrats." Moreover, the Soviets 
clearly feel that "time is on their side" is Iran and that the general 
economic baclswardness of the country and the unpopular labor policy 
of the Britishoil companies will forward their cause. 
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Political Tension i n Bulgaria 

The political situation in Bulgaria has grown more critical 
as intensified efforts by the Communist-dominated coalition Govern- 
ment to consolidate its control over the country have met with 
increasing resistance from the opposition. A Government campaign 
of intimidation and unprecedented violence is now under way, and the 
opposition is reported even to be preparing for possible armed 
resistance. Both groups have been impelled by the same factors: 
the anticipated general elections this fall, prospects of the withdrawal 
of Soviet troops when a peace treaty has been concluded, and the moral 
support given fee opposition by the Western Powers. 

Before the Soviets withdraw their troops, they must establish 
permanent safeguards for their own strategic, political, and economic 
interests, including a stable and subservient, or at least friendly, 
regime. Soviet interests, however , also dictate that these aims be 
achieved without provoking civil war. 

As a new step in that direction, therefore, the Soviets have 
set about to neutralize the Bulgarian Army which under its present 
leadership has exercised a major restraining influence on Communist 
policy. By giving political commissars authority over troops equal to 
that of operational commanders, effective control of the Army is being 
transferred from the Conservative Minister of War to Communists in 
the Government and a thorough purge of all non-Communists in the 
ranks is imminent This purge probably will be successful because 
the presence of Soviet occupation troops would forestall any effective 
resistance. In addition, the Soviets are reportedly preparing to assign 
technicians to the Army who would be competent to take over Bulgarian 
military establishments in the event of internal unrest after Soviet troop 
withdrawal, and are infiltrating into the country large numbers of Soviet 
citizens both as administrators of Soviet-acquired German property and 
as civilian members of the NKVD. 

These measures may give the Communists sufficient security 
to permit mem to relax the rule of terror and, as a bid for recognition 
by the Western Powers, they may offer the opposition more favorable 
terms for participation in the Government 
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Imp! cations of Soviet Policy Towards Germany 

By reje; ing both the US federalization and the French dismem- 
berir r*nt propos ds Molotov has given a clear indication that the Kremlin 
has, i.t least for the time being, decided that the bulwark of Communism 
in th< i west is to be Germany and not France. A German administration 
stroi |jly centralized in Berlin will be much more susceptible than a 
loos* federation to Soviet pressures, particularly in a Germany econom- 
ic all ' debilitated by such exorbitant reparation payments as the Soviets 
are < urrentiy demanding. Posing thus as the champions of German 
natic ualism and rehabilitation, the Soviets can attempt to discredit the 
poltc \r of the western powers and to facilitate Communist penetration of 
thetz zones. 

At the same time Molotov has left the door open for a subsequent 
chain ;e of tactics. By blocking Secretary Byrnes' proposal for the imme- 
diate designatioffii of deputies to begin consideration of future Allied policy 
towa .*d Germany he has left the way clear for a different Soviet approach 
vbm the Council of Foreign Ministers next discusses the German ques- 
tion At that tine the Kremlin will be better able to Judge the progress 
of Its penetrati tn ia the western zone. 

The So\ let pronouncement on Germany has caused consternation 
In. the ranks of the French Communists Having been among the most 
Vigorous proponents of the political separation from Germany of the Ruhr 
and Ehineland, they have been forced quickly to resort to the familiar 
Communist sfcratagem of befogging the issue, explaining the Soviet posi- 
tion as in the Leninist tradition of "protecting the German proletariat by 
opposing British imperialism." As a result the Communist party in 
France can hardly fail to suffer some loss of prestige. 
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Soviet Demands on JHgggaggr 

The Hungarian Government last week acceded to Soviet demands 
for a number of stress measures against allegedly anti-Soviet and 
"fascist" organisations sad Government officials . The Soviet action 
was directed against the chief eeaters of resistance to leftist domination 
of Hungary: the conservative Smallholders' Party and the Catholic 
Church. It undoubtedly reflects the Soviet desire to establish fee control 
of the minority Communis;]: Party in anticipation of the peace settlement 
and the ultimate -withdraw?! of Soviet troops. 

In the free Hungarian elections of last November fee Smallholders' 
Party won a majority of seats in the Assembly. Since then the Hungarian 
Communists have led a campaign to nullify, or at least to modify, the 
election results. Following a demand by the Moscow radio for the "crush- 
ing of Hungarian reaction," the campaign developed into a powerful drive 
aga.in.st the rtgisi wing of the Smallholders' Party. Early in March, follow- 
ing open leftist threats of violence, twenty of the more conservative 
Smallholders' Deputies to the Assembly were expelled from the Party. 
In return, the leftists promised certain concessions, including larger 
Smallholders' representation is provincial and local government, but these 
have not yet been put into effect. 
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& June the leftists resumed their aftacfcs on the Smallholders 
tfjtii demands fo>." a. forthe;.- purge of "reactionaries." This time the 
Ssiallheldess and the&r leader, Premier Nagy, presented considerably 
stlffar resistance. 2Jagy Jadieated in private his deter mfn&tfcn to .'re- 
fuse farther demands, even aft the cost of a cabiset crisis and a complete 
breakdown of coalition government. 

Cm 28 JiKie the Soviet Chairman ACC Hungary, without consulting; 
the US or U' r representatives in the ACC, accused the Government of 
violating the snti -fascist provisions of. the armistice agreement, sad de- 
manded the dismissal of several Government officials, abolition of organ- 
izations found cc be aiding "fascist" elements,, dissolution of Catholic 
and other youth organizations, and prevention of antl -Soviet propaganda 
by the Catholic clergy. The demands for anti -Catholic measures are 
attributable in part to the fact thai; the Catholic Church in Hungary, and 
particularly its leader, Cardinal Minds zenty, have recently formed a 
rallying point for many extreme anti -Soviet forces. 

Premier Nagy, now confronted with an international rather than 
3nt8r -party issue, conceded the majority of the Soviet demands.. However, 
it Is not certain. that these concessions will either satisfy Hungarian 
Missis, or be accepted by the Smallholders without considerable defec- 
tion among Nagy's supporters. The Hungarian Communist Party is 
apparently being pushed by ils own left-wing leaders toward an open break 
with the Smallholders. Leaders of the Smallholders believe that the 
cotustry is being "driven Hfo two irreconcilable camps," sad fear that a 
breakdown of coalition government might result in civil war and the reten- 
tion of Soviet tecops in Hungary. 

The US representative ACC has protested the presentation of the 
Soviet demands without consultation of the US representative, and has re- 
quested thai the Soviet demands be suspended pending three -power agree - 
•racnfe lathe ACC. 
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SOVIET FOREIGN AND MILITARY POLICY 



SUMMARY 

1. The Soviet Government anticipates an inevitable conflict with the cap- 
italist world. It therefore seeks to increase its relative power by building 
up its own strength and undermining that of its assumed antagonists. 

2. At the same time the Soviet Union needs to avoid such a conflict for an 
indefinite period. It must therefore avoid provoking a strong reaction by a com- 
bination of major po.wers. 

-3. In any matter deemed essential to its security, Soviet policy will prove 
adamant. 'In other matters it will prove grasping and opportunistic, but flexible 
. in proportion to the degree and nature of the resistance encountered. 

4. The Soviet Union will insist on exclusive domination of Europe east of 
the general line Stettin-Trieste. 

5. The Soviet Union will endeavor to extend its predominant influence to 
Include all of Germany and Austria. 

6. In the remainder of Europe the Soviet Union will seek to prevent the 

■ formation of regional blocs from which it is excluded and to influence national 
policy through the political activities of local Communists. 

7. The Soviet Union desires to include Greece, Turkey, and Iran in its 
security zone through the establishment of "friendly" governments in those 
countries. Local, factors are favorable toward its designs, but the danger of 
provoking Great . Britain and the United States in combination is a deterrent to 
overt action. , 

8. " The basic Soviet objective in the Par East is to prevent the use of 
China, Korea, or Japan as bases of attack on the Soviet Far East by gaining in 
each of those countries an influence: at least equal to that of the United States. 

9. The basic Soviet military policy is to maintain armed forces capable of 
assuring its security and supporting its foreign policy against any possible 
hostile combination. On the completion of planned demobilization these forces 
will still number 4,500,000 men. 

10. For the time being the Soviets will continue to rely primarily on large 
masses of ground troops. They have been impressed by Anglo— American strategic . 
air power, however, and will seek to develop fighter defense and long' range 
bomber forces. - 
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11. The Soviets will mate a maximum effort to deveiojp^as, . quickly" as pos- 
sible such* special weapons, as guided missiles and the atomic bomb. 

12. Further discussion of Soviet foreign jsolicy is contained in Enclosure 
"A"; of Soviet military policy, in Enclosure "'• 
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ENCLOSURE "A" 
SOVIET FOREIGN POLICY 

THE BASIS OF SOVIET FOREIGN POLICY \ . 

1. Soviet foreign policy is determined, not by the interests or aspira- 
tions of the Russian people, but by the prejudices and calculations of the 
inner directorate of the Communist Party in the Soviet Union. While the 
shrewdness, tactical cunning, and long-range forethought of this controlling 
group should not be minimized, its isolation within the Kremlin, ignorance of 
the outside world, and Marxist dogmatism have significant influence on its ap- 
proach to problems in foreign relations. 

2. The ultimate objective of Soviet policy may be world domination. 
Such a condition is contemplated as inevitable in Communist doctrine, albeit 
as a result of the self-destructive tendencies of capitalism, which Communist - 
effort can only accelerate. In view, however, of such actual circumstances as 
the marked indisposition of democratic nations .to adopt the Communist faith 
and the greatly inferior war potential of the Soviet Union in relation to them, 
that goal must be regarded by the most sanguine Communist as one remote and 
largely theoretical. While acknowledging no limit to the eventual . power and 
expansion of the Soviet. Union, the Soviet leadership is more practically con- 
cerned with the position of the U.S.S.R. in the actual circumstances. 

3. For the present and the indefinite future the fundamental . thesis of 
Soviet foreign policy is the related proposition that the peaceful coexistence 
of Communist and capitalist states is in the long run impossible. Consequent- 
ly the U.S.S.R. must be considered imperiled so long as it remains within an 
antagonistic "capitalist encirclement."* This concept, absurd in relation to 
so vast a country with such wealth of human and material resources and no 
powerful or aggressive, neighbors, is not subject to rational disproof precise- 
ly because it is not the result of objective analysis. It is, deeply rooted in 
a haunting sense of internal and external insecurity inherited- from the Rus- 
sian past, is required by compelling internal necessity as a justification for 
the burdensome character of the Soviet police state and derives its authority 
from, the doctrine of Marx and Lenin. 

4. On the basis of this concept of ultimate inevitable conflict, it is 
the fundamental policy of the Soviet Union; 

a. To build up the power of the Soviet state; to assure its inter- 
nal stability through the isolation of its citizens from foreign influ- 
ences and through the maintenance of strict police controls; to maintain 
armed forces stronger than those of any potential combination of foreign 
powers; and to develop as rapidly as possible a powerful and self-suffi- 
cient economy. 

b. To seize every opportunity to expand the area of direct or in- 
direct Soviet control in order to provide additional protection for the 
vital areas Of the Soviet Union. 



In this context socialism (as distinguished from communism) is considered 
as antagonistic as capitalism. 
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o» To prevent any combination of foreign powers potentially inimical 
to the Soviet Union-by insistence upon- Soviet participation; with- veto 
power, in any international section affecting Soviet interests, by dis- 
couraging through intimidation the formation of regional blocs exclusive 
of the U.S.S.R., and by exploiting every opportunity to foment diver'sionar 
antagonisms among foreign powers. 

di To undermine the unity and strength of particular foreign states 
by discrediting their leadership, fomenting domestic discord, promoting 
' - domestic' agitations conducive to a reduction of their military and economi 
strength and to the adoption of foreign policies favorable to Soviet pur- 
poses, and. inciting colonial unrest. . 

5. Although these general policies are premised upon a conviction of late 
and inevitable conflict between the U.S. S.E. and the capitalist world, they als 
assume a postponement of overt conflict for an indefinite period. The doctrine 
of Marx and Lenin does not forbid, but rather encourages, expedient compromise 
or collaboration with infidels for the accomplishment of ultimate Communist put 
poses. The Soviet ^Union has followed such a course in the past and has" need tc 
do so still, for time is required both to build up its own strength and to weak 
and divide . its assumed antagonists. In such postponement, time is calculably c 
the side of the Soviet Union, since natural population growth and projected ecc 
nomic development should result in a gradual increase in its relative strength. 
It is manifestly in the Soviet interest to avoid an overt test of strength. at 
least until, by this process, the Soviet Union has become more powerful than ai 
possible : combination of opponents. Ho date can be set for the fulfillment of 
that condition. The Soviet Union must therefore seek to avoid a .major open coi 
flict for an indefinite period. 

6. The basis of Soviet foreign policy is consequently a synthesis beweer 
anticipation of and preparation for an ultimate inevitable conflict on the one 
hand and need for the Indefinite postponement of such a conflict on the other. 
In any matter conceived to be essential to the present security of the Soviet 
Union, including the Soviet veto power in international councils, Soviet policj 
will prove adamant. In other matters Soviet policy will prove grasping, but 
opportunistic and flexible in proportion to the degree and nature of the resis- 
tance encountered, it being conceived more important to avoid provoking a hos- 
tile combination of major powers than to score an immediate, but limited, gain. 
But in any case in which the Soviet Union is forced to yield on this account, 
as in Iran, it may be expected to persist in pursuit of the same end by subtlei 
means. 




. SOVIET POLICY WITH RESPECT TO EASTERN EUROPE 

7. It is apparent that the Soviet Union regards effective control of 
Europe east of the Baljtic and Adriatic Seas and of the general line Stettin- 
Trieste as essential to its present security. Consequently it will tolerate 
no rival influence in that region and will insist on the maintenance there of 
"friendly" governments ; - that is, governments realistically disposed to accept 
the fact of exclusive Soviet domination. That condition being met, the U.S.S.I 
does not insist upon a : uniform pattern of political and economic organization, 
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but adjusts its policy in accordance with the local situation. The immediate 
Soviet objective is effective control, although the ultimate objective may 
well be universal sovietization. ' 

8. In some cases no Soviet coercion is required to accomplish the de- 
sired end. In Yugoslavia and Albania the Soviet Union finds genuinely sym- 
pathetic governments themselves well able to cope with the local opposition. " 
In Czechoslovakia also, although the government is democratic rather than 
authoritarian in pattern, no interference is required, since the Communists 
and related parties constitute a majority and the non-Communist leaders are 
"friendly. " Even in Finland the Soviet ' Union' has been able to display modera- 
tion, Finnish leaders having become, convinced that a "friendly" attitude is 
essential to the survival of the nation. In these countries the Soviet Union 
seeks to insure its continued predominance by the creation of strong bonds of 
1 economic and military collaboration, but does not have to' resort to coercion 
other than that implicit in the circumstances. 

' 9. In Poland, Rumania, and Bulgaria, however, the Soviet Union encounters 
stubborn and widespread opposition. The "friendly" governments installed in thos 
countries are notoriously unrepresentative, but the Soviet Union is nevertheless 
determined to maintain them, since no truly representative government could be 
considered reliable from the Soviet point of view. In deference to Western 
objections, elections may eventually be held and some changes in the composi- 
tion of these governments may be permitted", but only after violent intimidation, 
thoroughgoing purges, electoral chicanery, and similar measures have insured 
the "friendly" character of the resulting regime. Continued political control 
of the countries in question will be reinforced by measures insuring effective 
Soviet control of their armed forces and their economies. 

10. The elected government of Hungary was both representative and willing 
to be "friendly," but the Soviet Union has apparently remained unconvinced of 
its reliability in view of the attitude of the Hungarian people. Accordingly 
coercion has been applied to render it unrepresentatively subject to Communist 
control in the same degree and manner as are the governments of Poland, Rumania, 
and Bulgaria. The end is the same as that of the policy pursued in those coun- 
tries — the secure establishment of a reliably, "friendly" regime, however un- 
representative, coupled with Soviet control of the economic life of the country. 

SOVIET POLICY IN AUSTRIA AND GERMANY 

11. Soviet policy in Austria is similar to that in Hungary, subject to the 
limitations of quadripartite occupation. Having accepted an elected Austrian 
government and unable to reconstruct it at will, the Soviet Union is seeking, 
by unilateral deportations and sequestrations in its own zone and by demands 
for similar action in others, to gain, at least, economic domination of the 
country as a whole and to! create, at most, a situation favorable toward a pre- 
dominant Soviet political! influence as well, on the withdrawal of Allied con- 
trol. The Soviet Union will prevent a final settlement, however, until it is 
ready to withdraw its troops from Hungary and Rumania as well as Austria. 




60 



4. (Continued) 




v ' 12« The Soviet Union hitherto has been content to proceed with the con- 
solidation of its position in eastern Germany free of Quadripartite inter- 
ference. Now, rejecting both federalization and the separation of the Ruhr 
and Bhineland, it appears as the champion of German unification in opposition 
to the "imperalistic" schemes of the Western • powers. A German administration 
strongly centralized in' Berlin would be more susceptible than any other to 
Soviet pressure, and the most convenient means of extending Soviet influence 
to the western frontiers of Germany. The initial Soviet objective is pre- 
sumably such a centralized "anti-Fascist" republic with a coalition government 
of the eastern European type, but actually under strong Communist influence 
and bound to the Soviet Union by ties of political and economic dependency. 

SOVIET POLICY IK WESTERH EUROPE 

13. For a time it appeared that the Communist Party in France might prove 
able to gain control of that country by democratic political processes and 
Soviet policy was shaped to support that endeavor. The Communists recent e- 
lectoral reverses, however, appear to have led the Soviet Union to sacrifice 

a fading hope of winning France to a livelier prospect of gaining Germany. 
The French Communists remain a strong political factor nevertheless, and exer- 
cise disproportionate influence through their control of organized labor. That 
influence will be used to shape French policy as may be most suitable for Soviet 
purposes, and to prepare for an eventual renewal of the attempt to gain control 
of France by political means. A resort to force is unlikely in view of the 
danger of .provoking a major international conflict. 

14. In Italy also the Communist Party is seeking, major influence, if not 
control, by political means, with a resort to force unlikely in present cir- 
cumstances. The Party and the Soviet Union have played their cards well to 
divert Italian resentment at the proposed peace terms from themselves toward 
the Western Powers. 

15. The Soviet Union misses no opportunity to raise the Spanish issue as 
a means of embarrassing and dividing the Western Powers. Any change in Spain 
might afford it an opportunity for penetration. Even its goading of the West- 
ern Powers into expressions of distaste for Franco appear to have afforded it 
an opportunity to approach him. 

16. For the rest, the Soviet Union is concerned to prevent the formation 
of a Western Bloc, including France and the I>ow Countries, or a Scandinavian 
Bloc, in accordance with its general policy. As opportunity offers, it will 
seek to facilitate the growth of Communist Influence in Scandinavia and the 
tow Countries, but not at the sacrifice of more important interests or at the 
risk of provoking a strong reaction. 

SOVIET POLICY IK THE MIDDLE EAST 

17. The Middle East offers a tempting field for Soviet expansion because 
of its proximity to the Soviet Union and remoteness from other major powers, 
the weakness and instability of indigenous governments (except Turkey, and the 




61 



4. (Continued) 




many' local antagonisms and minority discontents- It is, moreover, an area of 
Soviet strategic interest even greater than that of eastern Europe, in view" 
of the general shift of Soviet industry away from the European Frontier, but 
still within range of air attack from the south, and of the vital importance 
of Baku oil in the Soviet economy. It is in the Middle East, however, that 
Soviet interest comes into collision with the established interest of Great 
Britain and that there is consequently the greatest danger of precipitating a 
major conflict. Soviet. policy in the area must therefore be pursued with due 
caution and flexibility. 

18. Given the opportunity, the Soviet Union might be expected to seek the 
following objectives: 

a. . At least the withdrawal of British troops from Greece, and at 
most the incorporation of that country in the Soviet sphere through the 
establishment of a "friendly" government. 

b. At least the political and military isolation of Turkey and the 
imposition of a new regime of the Straits more favorable to Soviet in- 
terests; at most the incorporation of that country in the Soviet sphere 
through the establishment there of a "friendly" government. 

c. At least implementation of the recent settlement with Iran, 
which assures the Soviet a continued indirect control in Azerbaijan and 
an opportunity to .develop any oil resources in northern Iran; at most, 
incorporation of that country in the Soviet sphere through the establish- 
ment there of a "friendly" government. ( • 

. Soviet policy in pursuit of these objectives will be opportunistic, not 
-only in relation to the local situation, but more particularly in relation to 
the probable reactions of the major powers. 

19. Soviet interest in the Arab states is still axrected rather toward 
exploiting them as a means of undermining the British position in the Middle 
East than as objectives in themselves. Their principal asset, .the oil of 
Iraq and Saudi Arabia, would be economically inaccessible, although its denial 
to Britain and the United States in the event of war would be of important 
consequence. But, by fomenting local demands for the withdrawal of British 
troops, the Soviet Union can hope to deny effective British support to Turkey 
and Iran. To this end the Soviet Union will exploit anti-British sentiment 
among the Arabs, and particularly the vexing Palestine issue. 

20. The Soviet Union has shown no disposition to intrude into the in- 
volved Indian situation, possibly finding it as yet impossible to determine 
the most advantageous course in that regard. It also shows no present aggres- 
sive intentions toward Afghanistan, although the establishment of a "friendly" 
government there would seem a logical, albeit low priority, objective. 

SOVIET POLICY IK THE FAR EAST 

21. The basic Soviet objective in China, Korea,, and Japan is to prevent 
their becoming potential bases of attack on the Soviet Far East. This requires 
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. that, the U.S. S.B- exert with respect to each an influence, at least equal to 
. (and preferably greater than) that of any other power. Since in this region 
: Soviet policy encounters that of the United. States, it must be pursued with 
due circumspection. 

22. Although the Soviet Union cannot hope to establish a predominant in- 
fluence over the whole of China, at least for a long time to come, it could 
accomplish its basic objective through either the formation of a coalition 
government, with the Chinese Communist Party*- as. a major participant, or a 
division of the country, with the Chinese Communist Party in exclusive control 
of those areas adjacent to the Soviet Union. The U.S.S.R. should logically 
prefer the former solution as at once involving less danger of a collision witl 
the United States and greater opportunity for the subsequent expansion of Sovi< 
influence throughout China through political penetration by the Communist Part; 
and" the course of its relations with the Chinese Government would seem to con- 
firm that preference.. The U.S.S.R. , however, would not be willing to sacrifice 
the actual political and military independence of the Chinese Communists unles; 
assured of their effective participation in the proposed coalition. If, there- 
fore, efforts to establish such a coalition were to fail and unrestricted civil 
war were to ensue, the Soviet Union would probably support the Chinese Commun- 
ists in their efforts to consolidate their effective control over Manchuria anc 
North China. 

• • 23. In Korea the Soviets have shown that they will consent to the unifica- 
tion of the country only if assured of a "friendly" government. In default of 

.unification on such terms, they are content to consolidate their control in thi 
north and to bide their time, trusting that an eventual American withdrawal 
will permit them to extend their predominant influence over the whole- country. 

24. The Soviets have been extremely critical of American administration ij 
Japan, which has afforded them no opportunity to establish the degree of influ- 
ence they desire. Regardless- of the prevailing influence, they probably desir< 
to see Japan politically and militarily impotent. The greater Japan's politic: 
disorganization, the greater would be their opportunity to establish an equal 

• and eventually predominant influence there. 



SOVIET POLICY ELSEWHERE 

25. Soviet policy in other areas will follow the general lines set forth 
in paragraph S, seeking to undermine the unity and strength of national states, 
to foment colonial unrest, to stir up diversionary antagonisms between states, 



Despite a widespread impression to the contrary, the Chinese Communists are 
genuine Communists, differing from other foreign Communist Parties only in 
a certain local self-sufficiency derived from territorial control and the 
possession of an army, in consequence of which they exhibit unusual initia- 
tive and independence. In all essentials- they are an unusually effective 
instrument of Soviet foreign policy. 
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"end to -disrupt any system of International cooperation from which- the s U.S.S.R; 
is excluded. Activity along these lines is constant, though often inconspicu- 
ous: Its importance to the Soviet Union derives not from any prospect of dire 
gain, but from its effect in enhancing the relative power of, the U.S.S.R. by 
diminishing that of potential antagonists. 

26. Because of their position in world affairs, the United States and 
Great Britain will be the primary targets of such Soviet activities. In addi- 
tion to domestic agitations, the effort will be made to distract .and weaken th 
by attacks upon their interests in areas of special concern- to them. In Latin 
America, in particular, Soviet and Communist influence will be ererted to the 
utmost to destroy the influence of 'the United States and to create antagonisms 
disruptive to the Pan American system. 
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' ; ',. ' ENCLOSURE "B" 

SOVIET MILITARY POLICY ' - " 

1. Soviet military policy derives from that preoccupation with security 
which is the basis of Soviet foreign policy. (See Enclosure "A", paragraphs : 
and 4a.) On the premise that the peaceful coexistence of Communist and capi- 
talist states is in the long run impossible, and that the U.S.S.R. is in con- 
stant peril' so long as it remains within a "capitalist encirclement, ." it is th 
policy of the Soviet Union to maintain armed forces capable of assuring its 
security and supporting its foreign policy against any possible combination oJ 
foreign powers. The result is an army by far the largest in the world (excepl 
the Chinese). 

2. Even the populous Soviet Union, however, cannot afford an unlimited 
diversion of manpower from productive civil pursuits, especially in view of 
manpower requirements for reconstruction and for the new Five Year Plan. Con- 
sequently it has had to adopt a demobilization program which is a compromise 
between the supposed requirements of security and those of the economy. By 
September the strength of the armed forces will have been reduced from 12,500, 
to 4,500,000 men."* Further reduction is unlikely. 

3. The probable geographical distribution of the total strength indicate 
will be 1,100,000 in occupied Europe, 650,000 in the Far East, and 2,750,000 'i 
the remainder of the U.S.S.R. The composition will be 3,200,000 (71*) in the 
ground forces and rear services, 500,000 < 11*) in the air forces, 300,000 (7*! 
in the naval forces, and 500,000 (11*) in the MVD (political security forces). 
The post-war reorganization includes- unification of command in a single Minis' 
of the Armed Forces having jurisdiction over all forces except the MVD troops, 
which remain under the Ministry of Internal Affairs. 

4. In addition to its own forces, the Soviet Union is assisting and par- 
ticipating in the reconstJLtution of the armed forces of its satellites in. sucl 
manner as to insure its effective control of them. While in this its object i 
primarily political, such forces supplement its own as locally useful auxilli; 
ies. 

5. Soviet experience during the war was limited almost exclusively to tl 
employment of large masses of ground troops spearheaded by mobile tank-artill( 
infantry teams. Air power was employed chiefly for close ground support. Na^ 
operations were insignificant. The Soviets had only limited experience in am- 
phibious operations, almost none in airborne operations, and none with carrie! 
based air operations. 

6. It appears that for the time being the Soviet Union will continue to 
rely primarily on large masses of ground troops, but with emphasis on increase 
mechanization and further development of the tank-artiilery-mobile infantry 
spearhead. The ground support capabilities of the air forces will be maintaii 
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i'At' the same time, the Soviets may be expected to give increased attention to 
•the strategic employment of air power, in view of demonstrated Anglo-America 
capabilities in that regard, and to develop both fighter defense and long 
range bomber forces. - 

7. Although there, have been indications that the- eventual development 
of a high seas fleet (or fleets) is. a Soviet intention, its early accomplish 
ment is prohibited by inexperience, lack of shipbuilding capacity, and the 
higher priority of other undertakings. Even were these hindrances overcome, 
geography handicaps the Soviet Union as a naval power, since naval forces on 
its several coasts would be incapable of mutual support. It is, however, 
within the capabilities of the Soviet Union to develop considerable submarin 
light surface, and short-range amphibious forces. 

8. The industrial development, which competes with the armed forces fc 
manpower, is, of course, intended to enhance the overall Soviet war potentia 
Beyond that, intensive effort will be devoted to the development of special 
weapons, with particular reference to guided missiles and the atomic bomb. 
Some reports suggest that the Soviets may already have an atomic bomb of sor 
or at least the capability to produce a large atomic explosion. In any case 
a maximum effort will be made to produce a practical bomb in quantity at the 
earliest possible date. ■ 




5. Weekly Summary Excerpt, 2 August 1946, Soviet Propaganda Increases Attacks on US; 
Soviet Aims in Supporting German Unity; Hungary's Coalition Under Increasing Tension 



Soviet Propaganda Increases Attacks on US 

During the past two months Soviet propaganda against the United 
States has increased in volume and intensity, while attacks on Great 
Britain, the chief Soviet propaganda target during the early part of the 
year, have diminished. The Soviet press, which last March extolled the 
tradition of "unvarying political friendship" between the US and USSR, 
now sees US "atomic diplomacy" and its alleged attempt to impose a 
"pax Americana" on the world as the principal threats to international 
peace. 

The shift of propaganda emphasis from the UK to the US appears 
to have several aims. One is to influence US policy by arousing anxiety 
among US groups who fear the consequences of a firm US attitude toward 
the USSR at the Paris Peace Conference and in other fields of conflicting 
interests. Another is to prepare the Soviet people for a possible deterio- 
ration of relations with their former US allies. A third objective, which 
the Soviets appear to feel was not achieved by their attacks on the Brit- 
ish, is to split the "Anglo-American bloc/' In support of this aim the 
Soviet press has played up clashes between British and US economic in- 
terests in Yemen, the oilfields of the Middle East, and Anglo-American 
competition for the markets of India and the Far East. 

'in the current shift of emphasis from the UK to the US, however, 
the basic aim of post-war Soviet propaganda remains the same: to pre- 
vent the formation of any bloc of countries outside the Soviet sphere, and 
to maintain the unity of the Soviet people behind the Government bjr em- 
phasizing the menace of "capitalist" powers seeking to "encircle' the 
USSR. 



Soviet Aims in Supporting German Unity 

The recent Soviet proposals in support of the unification of Germany 
must be viewed in the light of developments in the Soviet Zone to appraise 
their true significance. 

Within the Soviet Zone, the USSR dominates almost completely the 
political and economic life of the people. Political control has been 
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assured by the Soviet-created SED Party, which was formed by forcibly 
merging the Socialist and Communist Parties. The effectiveness of 
Soviet control Is evidenced by the recent affirmative vote on the nation- 
alization of property in Saxony, and it appears certain that the SED Party 
will dominate the coming elections. Although complete nationalization 
has not been enforced throughout the entire Soviet Zone, private commer- 
cial and industrial property in the US sense Of the term can be said to be 
non-existent It is particularly noteworthy that these developments in 
the Soviet Zone have taken place in large measure while the Allied Con- 
trol Authorities have been considering uniform property treatment to be 
applied throughout Germany. 

In view of the need to consolidate the gains already made, it is 
unlikely that the social revolution in the Soviet Zone will proceed much 
further during the next year or two. However* the USSR's proposals look- 
ing toward the removal of zonal barriers suggest that the Soviets consider 
that their control over Eastern Germany is now secure and that they are 
in a position to launch a vigorous campaign to communize the Western 
Zone as soon as the zonal barriers are removed. 

Hungary's Coalition Under Increasing Tension 

- The Hungarian Government's acquiescence in Soviet demands for 
a purge of "fascist" organizations and Government officials has produced 
increasing tension between Hungarian leftists and conservative groups, 
and a near -revolt within Premier Nagy's Smallholders* Party. Members 
of the Smallholders' Party in the Assembly have demanded the resigna- 
tion of the Communist Interior Minister responsible for carrying out the 
Soviet demands. The Minister subsequently agreed to reinstate Govern- 
ment officials who had been purged, and a final decision on the dissolution 
of Church organizations has not yet been reached. Nevertheless, Cardinal 
Mindszenty, a leading anti-Communist, reportedly plans to order the re- 
signation from the Government of influential clerics who have endeavored 
to avoid an open break with the leftists. Such a step would remove an im- 
portant moderating force from conservative Government circles and 
widen the split between leftists and the Church. 
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Meanwhile Nagy has had great difficulty in avoiding an open split 
within his own Smallholders' Party, a large part of which opposes his 
concessions to leftist and Soviet demands, and insists upon the expulsion 
of left-wing members as "fellow -travelers." Nagy appears exhausted 
and despondent and would eagerly give up his official responsibilities 
were it not for his conviction that he and Mikolaczyk in Poland are the 
principal barriers to the Communist sweep in Eastern Europe. 

Nagy's continuance in office will depend on the Soviets, who, for 
the present, appear determined to preserve at least the form of coalition 
government in Hungary. It seems likely, however, that Hungary's con- 
dition may soon come to resemble that of Poland, Rumania, and Bulgaria, 
with an entirely pro-Soviet regime prepared to tolerate only a paralysed 
and ineffectual opposition. Political developments in Hungary after the 
peace treaty is signed will depend largely upon the size of the Soviet 
force left in the country to guard Soviet lines of communication. 
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Convention; Bulgarian Government Prepares for Elections 



Soviet Proposal for Revision of Straits Convention 

• ' ' . ■'" ■ : '■ 

The Soviet note to Turkey proposing revision of the Montreux 
Convention is in part similar to last November's US and UK propose 
als. The Soviet note differs from those of the US and UK in urging 
restriction of responsibility for the Straits to "Black Sea powers 
and joint Soviet-Turkish organization of Straits defense. The Turks 
appear certain to reject these Soviet proposals, which they regard as 
aimed at establishing Soviet bases in the Straits. In their rejection 
they can presumably rely upon US and UK support, and are in fact 
citing their 1939 treaty with the UK as the basis of their Straits policy. 

The Soviet proposals have not surprised the Turks, who had 
late in July expressed fear of a surprise attack in case Soviet diplo- 
matic methods proved unsuccessful, and had been reported fortifying 
the Straits (under a British plan) tor a last-ditch stand. The Turks 
recently have conducted their first national election in many years 
and appear to have maintained national unity despite the vigorous 
showing of the opposition Democrat Party and the subsequent forma- 
tion of a new "tough'' Cabinet to deal with opposition elements,- All 
Turkish factions, including the Democrats, have united in assailing 
the Soviet proposals and are expected to manifest their traditional 
stubbornness in the face of a threat from the North. The Turkish 
Premier has indicated that he will discuss the "reasonable" elements 
in the Soviet note but will refuse to consider those items which threat- 
en Turkish sovereignty. 

Soviet policy toward Turkey, as expressed in the revision note j, 
aims at virtual control over the Black Sea Straits; toe fundamental 
Soviet objective is the establishment of a "friendly" government in 
Turkey as well as in the other countries of toe Middle East. These 
aims spring from a combination of strategic and political factors . 
Soviet security requirements from the Baltic to the Black Sea are at 
least temporarily fulfilled except for extension of control over Turkey. 
The Kremlin may, however, regard the Caucasus oil fields and the 
newly-developed industrial centers east of the Urals as vulnerable 
from the South. Moscow has long coveted the warm-water ports and 
rich oil deposits of the Black Sea-Persian Gulf area. The Soviet Union 
hopes for positions which could threaten the British "life line" and 



- 1 - 



70 



6. (Continued) 



British strategic oil fields. Soviet dominance of Turkey would 
establish the USSR oa the threshold of Arab territories which offer 
a fertile field for political and economic intrigue/ - 

It appears unlikely that the Kremlin will follow up its note 
to Turkey with a resort to armed force, although such a possibility 
cannot be ignored in view of 2hukov's presence in Odessa and 
rumors of military and naval activity in that area. There seems to 
be no evidence to support rumors of a possible Soviet-supported 
offensive from Bulgaria, since Red Army strength in that country 
is estimated to have been cut from 155,000 in May to 80,000 in July. 
The -Soviet Union already is extended in Eastern Europe and may 
decide to forego further expansion until its control over the satellite 
states can be more thoroughly consolidated. An attack now not only 
would destroy the UN (which still can be useful to the Kremlin), but . 
would reveal too clearly the true responsibility for such destruction. 
TheSUSSR probably has once again presented extreme demands in 
the hope of attaining a somewhat more limited objective. 
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Bulgarian Government Prepares for Elections 

The Communist-controlled Government of Bulgaria is rapidly 
completing its preparations for the national referendum on 8 September 
and the election of a constituent Grand National Assembly on 27 October. 
Since no important political group in the Government or opposition favors 
retention of the Monarchy, the referendum will result in the choice of a 
republic and will represent a true expression of the national will. 

Despite assurances to the US that the elections will be free, it 
is clear that actually they will reflect the wishes of only a small minority 
of the population. The opposition parties will be unable to offer any 
serious threat to the Government. Prominent opposition leaders are now 
scheduled for trial as "traitors" and "Fascists," while lesser leaders 
and the opposition rank and file have been subjected to increasing ter- 
rorism. The recent compulsory labor law, authorizing the mobilization 
of all persons not engaged in "useful social activity," is directed against 
all opponents of the regime, particularly the well-to-do, who are character- 
ized as "agents of the foreign powers." The purge of the Bulgarian Army, 
formerly regarded as the chief obstacle to complete Communist domina- 
tion of the country, has culminated in extended "sick leave" for War 



- 4 - 



-TOP SEGRJvT- 



72 



6. (Continued) 



Minister Veltchev and the dismissal of about half of the officer corps. 
Many of the latter are scheduled for political trials. The officer corps 
thus has been reduced to a "hard core" of Government and Communist 
supporters and the regime has been relieved of the danger of a military 
coup. 

Despite its effective suppression of the opposition, the Govern- 
ment during the coming weeks will probably make a major effort to 
dissuade its opponents from boycotting the elections. The Government 
apparently feels that opposition participation in the voting will make it 
difficult for the US or UK to question the legality of the results. The 
opposition's only remaining weapon thus appears to be its ability to pre- 
vent such a fraudulent appearance of national unity. 
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SOVIET MILITARY POLICY IN EASTERN EUROPE 



The Soviet Union Is engaged la a systematic effort to consoli- 
date its military influence in Eastern Europe before the European peace 
treaties are signed. This effort is an integral part of the larger policy 
of assuring the permanent political, economic and military orientation 
of that area toward the USSR. In particular it is designed to prevent 
any Eastern European country from becoming an accomplice to a future 
attack on the USSR, or providing an avenue of approach for a hostile 
army. Soviet authorities hope to achieve this end by organizing the 
armed forces of the Eastern European nations so that they can be 
swiftly integrated at any time into overall Soviet strategic plans — 
defensive or offensive. 

The eight nations in this Soviet sphere of influence (Yugoslavia, 
Albania, Bulgaria, Rumania, Hungary, Czechoslovakia, Poland and Fin- 
land) have a combined population of approximately 86,500,000. Their 
armies at present total slightly more than 1,000,000 men, a very large 
proportion of whom have had experience in wartime campaigns or par- 
tisan operations. However, with the exception of Czechoslovakia, which 
has extensive armament Industries, they suffer from lack of modern 
equipment and have from the Soviet view-point serious shortcomings in 
organization, leadership and political reliability. 

Xa their efforts to improve this situation the Soviets have dis- 
tinguished between the nations which supported the United Nations and 
those which fought with the Axis. To the former (Yugoslavia, Albania, 
Czechoslovakia and Poland) the USSR is giving extensive military aid in 
the form of equipment, training, improvement of communications and 
general supervision of organization. In the latter (Bulgaria, Rumania, 
Hungary and Finland), Soviet policy is chiefly concerned with eliminating 
potential anti-Soviet elements and developing a well-organized cadre of 



The present Yugoslav Army numbers about 300,000 men. It 
probably will not be expanded in the near future, but a steady improve- 
ment in organization and equipment is expected to continue under Soviet 
auspices. Last June the USSR concluded a military pact to furnish the 
Yugoslavs with undisclosed quantities of arms and equipment. Since 




-i- 




74 



7. (Continued) 



early tbis year a Soviet military mission, with representatives in all 
parts of Yugoslavia and in all tactical units , has assisted in the train- 
ing and reorganization of the Yugoslav Army. Meanwhile several 
hundred Yugoslav officers and specialists are being trained in the 
USSR. Road, rail and bridge construction for military purposes is 
being carried out in strategic areas by Soviet engineers or under their 
direction. ; 

The Albanian Army, estimated at 100,000 men, is closely affili- 
ated with that of Yugoslavia. An estimated 1,500 Soviet troops are 
supervising the construction of roads and coastal fortifications in 
Albania, and key Albanian Army officers are studying in the USSR. - 

The Czechoslovak Army of about 140,000 men apparently is 
being enlarged. After the conclusion of hostilities in Europe Soviet 
authorities undertook to equip some nine Czechoslovak divisions. In 
the military accord recently reached in Moscow they agreed to furnish 
on long-term credits additional equipment, possibly for as many as ten 
additional divisions. These agreements will serve the double purpose 
of standardizing Czechoslovak military equipment on Soviet linesand 
allowing part of Czechoslovakia's large armaments industry to be 
diverted to civilian production. Czechoslovak officers are receiving 
advanced training in Soviet military schools, and the Czechoslovak 
internal security force is controlled by Soviet officers. On the other 
hand, the trend toward Communist domination of the Czechoslovak 
Army has been slow. 

The Polish Army is presently estimated at 215,000, and Polish 
authorities have indicated their intention of enlarging it with Soviet aid 
to 500,000 in the near future. Although the Army is headed nominally 
by a Polish Marshal, all important decisions are made by a Soviet Gen- 
eral. Many key posts are held by Soviet officers, and the supply and 
transportation system is in Soviet hands. Virtually all weapons and 
equipment are Soviet-supplied, and new equipment is to be furnished 
by the USSR on a long-term credit basis. 

The Bulgarian Army, now approximately 65,000, will probably 
be reduced under the peace terms to a maximum of 55,000. Relatively 
little material has been given the Bulgarian Army, although a small 
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number of Bulgarian officers are being trained in the USSR. In antici- 
pation of the withdrawal of Soviet troops 90 days after the Bulgarian 
peace treaty becomes effective, the Soviet authorities have instigated 
a drastic purge of all Bulgarian officers not in sympathy with Commu- 
nist ideology- The primary Soviet aim appears to be the establishment 
of a Communist cadre which will bolster the pro-Soviet Bulgarian 
regime after the withdrawal of Soviet forces. 

The Rumanian Army of 140,000 men will probably be reduced by 
the peace treaty to 120,000. Soviet military aid has consisted chiefly in 
the training and equipping of two complete divisions which constitute the 
bulk of the Army's tactical striking forces. In the remainder of the 
Army there has been less progress than in Bulgaria toward the estab- 
lishment of a Communist-indoctrinated cadre. 

While Hungarian authorities have offered strong resistance to 
Soviet penetration and control, a Communist has been installed as Chief 
of the General Staff and other important posts are held by Communist 
sympathizers. The draft peace treaty allows Hungary an army of 
65,000, but her military strength will be determined by the degree of 
future Communist pressure, which aims to keep the Army small and 
the leftist-dominated internal police force large. 

Soviet policy has been to keep the Finnish Army small and impo- 
tent Repeated purges under Soviet pressure have curtailed its efficiency, 
and under the draft peace treaty the Army is to be limited to 41,500 men. 
However, Communist attempts to penetrate the Army have met with 
determined Finnish resistance. 

Despite varying degrees of unrest and resistance to Soviet 
domination among the Eastern European countries, it is expected that 
when the present draft peace treaties are concluded, the entire western 
border of the USSR will be effectively flanked by a Soviet-controlled 
military bloc. 
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CURRENT SOVIET INTENTIONS 



24 August 1946 



I. During the past two weeks there has been a series of develop- 
ments which suggest that some consideration should be given to the pos- 
sibility of near-term Soviet military action. 

A. Soviet propaganda against the US and UK has reached the 
highest pitch of violence since Stalin's February speech and follows a 
line which might be interpreted as preparing the Russian people for 
Soviet military action. 

1. It states that "reactionary monopolistic cliques" and 
"military adventurers" are now directing US policy toward 'world domi- 
nation" through "atomic" diplomacy. The US has abandoned the Roose- 
veltian policy which gave hope of collaboration with the USSR and the other 
"freedom-loving people" of the world. 

2. It attacks the Anglo-American "bloc" as "dividing the 
field" throughout the world and gives a detailed account of Anglo-Ameri- 
can "imperialistic" actions, including British troop movements to Basra 
and Palestine and US military operations in China and attempts to secure 
outlying air bases. 

3. Embassy Moscow interprets the attacks outlined in V 
above as notice to the Communist Party in the USSR that there is no longer 
any hope of friendly relations between the USSR and the Western Powers.. 

4. Tito, in his speech of 21 August on the international 
situation, raised the issue to a world-wide ideological plane when he 
stated categorically that there is no question today of two fronts: Western 
and Eastern. The question today is one of true democracy versus reac- 
tionaries throughout the world. In Soviet terminology this obviously means 
communism versus non-communism. 
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B. The Soviets have re-opened the Straits issae with a note to 
Turkey demanding exclusive control by the Black Sea Powers and joint - 
Soviet-Turkish defense of the Straits. 

C. Yugoslavia, after sending the US a note protesting the viola- 
tion of her sovereignty by daily flights over, her territory of US trans- 
port and military aircraft, has shot down two US aircraft, and defended 
such action as justified. 

1. US Military Attache Belgrade in commenting upon these 
incidents stated that while he had not previously believed that Russia and 
Yugoslavia were ready to fight, he regarded these incidents as indicating 
that they were willing to risk a "prompt start." 

O. Molotov in his speech on the Italian treaty indicated clearly 
that the Soviets intended to exclude the Western Powers from Danubian 
trade and stated that if Italy respected the most-favored-nation princi- 
ple she would lose her freedom to the monopolistic capitalism of tte 
Western Powers. 

H, As opposed to the above indications which suggest the possibility 
of aggressive Soviet intentions, it may be noted that: 

A. We have as yet no information of any change in the Soviet 
demobilization program, m fact, the latest indications are that it has 
been slightly accelerated. 

B. We have as yet no indications of any unusual troop cone 
trattons, troop movements, or supply build-ups which would normally 
precede offensive military action. 

C. We have had no indications of any warning to Soviet shipping 
throughout the world. 

D. There appears to be no reason, from the purely economic 
point of view, to alter our previous estimate that because of the ravages 
of war, the Soviets have vital need for a long period of peace before em- 
barking upon a major war. 
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E. There are no indications that the Soviets have an operational 
atom bomb. ^ 

HI. In spite of the factors outlined immediately above, the Soviets 
might conceivably undertake a concerted offensive through Europe and 
Northern Asia on one or a combination of the following assumptions: 

.... / 

A. That a foreign war was necessary to maintain the present 
leadership in power, in the face of serious internal discontent. 

1. There have been indications of discontent in the Ukraine 
and in the Murmansk and other areas. There have been a number of 
purges. The Soviet press, in appeals to the people for improvement, has 
revealed internal difficulties in many fields. The recent inauguration of 
a wide program of Marxist reindoctrination suggests a breakdown in dis- 
cipline. However, we have no real basis for evaluating the extent and 
seriousness of such discontent or its potentialities for effective resistance 
to the present regime. •. 

2. Although the people of the USSR are tired of war and 
industrial production is down, the Party is probably still sufficiently 
powerful to secure, through propaganda, acceptance of further war. 

B. That in view of the strength of the Soviet forces in Northern 
Asia and in Europe (as opposed to Allied forces) a sudden offensive might 
secure these areas without much difficulty, and place the USSR in an im- 
pregnable economic and political position. 

G. That the US was war -weary and would not hold out against 
a fait accompli in Babove. 

D. That a combination of militaristic marshals and ideologists 
might establish ascendancy over Stalin and the Politburo and decide upon 
a war of conquest. 

1. Evidence to date, however, indicates that the Party 
dominates the military. 
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IV. In weighing the various elements in this complex situation the 
most plausible conclusion would appear to be that, until there is some 
specific evidence that the Soviets are making the necessary military 
preparations and dispositions for offensive operations, the recent dis- 
turbing developments can be, interpreted as constituting no more than 
an intensive war of nerves. The purpose may be to test US determina- 
tion to support its objectives at the peace conference and to sustain its 
commitments in European affairs. It may also be designed equally for 
internal consumption: to hold together a cracking economic and ideo- 
logical structure by building up an atmosphere of international crisis. 
However, with the Soviet diplomatic offensive showing signs of bogging 
down, the possibility of direct Soviet military action or irresponsible 
action by Soviet satellites can not be disregarded. - 



80 



9. Weekly Summary Excerpt, 30 August 1946, Soviet Internal Problems 



Soviet Internal Problems 

Available information on current conditions inside the USSR, though 
meager and inconclusive, leaves little doubt that there is discontent 
among the people and confusion in the state economic machinery. The 
USSR faces its tremendous task of post-war reconstruction handicapped 
by disturbing internal stresses. 

The few foreign observers who have had a chance to talk with 
Soviet citizens report frequent complaints over the hardships of every- 
day life and disappointment that the long -promised fruits of victory 
have not been forthcoming. While the general attitude seems to be one 
of characteristic Russian fatalism rather than resentment, there have 
been occasional reports of overt resistance to state authority, especially 
in the Ukraine. The situation is no doubt aggravated by returning mili- 
tary personnel, who bring back stories of relative luxury in other coun- 
tries and who find civilian living standards below those enjoyed by the 
Red Army. The Kremlin's sensitivity to these developments is probably 
increased by its awareness of the substantial number of cases of deser- 
tion and collaboration with the enemy during the war. Another cause for 
alarm, according to Party organs, is the recurrence of private property 
conceptions among the rural population, especially in areas previously 
under German occupation. 

Disaffection in higher circles also is evident. Persistent reports 
of shake-ups in the Army high command tend to substantiate rumors that 
the Marshals are not satisfied with their peace-time status, while "social- 
ist justice" seems to be overtaking a number of prominent Party, govern- 
mental and literary figures. Explanations are varied, but it is likely that 
the militant domestic and foreign policies now being laid down necessitate 
weeding out those suspected of pro-Western leanings. The dismissal of 
Litvlnov and the transfer of Zhukov, both closely identified with Soviet- 
American collaboration, are particularly significant. 

. Economic difficulties, which in most cases are officially attributed 
to inefficient local management and corrupt minor officials, are probably 
due also in part to war-worn factories and sagging worker morale. There 
is evidence that personal profiteering and the falsification of production 
figures, which are now receiving so much attention in the Soviet press, 
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were relatively common practices throughout the war and often were 
carried on with the knowledge of the highest authorities. The sudden 
and violent campaign against them may result from the Kremlin's 
desire to disown what has become a widely-known scandal. 

While the evidence outlined above indicates that Soviet internal 
difficulties are serious, there is no reason to suppose that they are 
critical. The Kremlin may be counted on to take ail possible steps to 
correct them, and one such step Is to point to the threat of foreign 
aggression. The resulting atmosphere of crisis can serve to stimulate 
effort and distract attention from the hardships of everyday life. 

Should Soviet internal conditions, in the eyes of the Kremlin, reach 
an alarming state of deterioration and the Soviet diplomatic offensive 
fail in its current-objectives, Soviet leaders might conceivably seek a 
"short and easy":war in order to strengthen internal cohesion, regain 
domestic control, and exploit their present military superiority in criti- 
cal areas. 
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Effect of Demobilization on Soviet Military Potential 

The third stage of the Soviet demobilization program was 
approximately completed on 1 September. Seven classes (1922-1928, 
inclusive) remain under arms. Current reports support previous esti- - 
mates that no further substantial demobilization is presently intended. 

The strength of the Soviet armed forces is now estimated at 
4,500,000 men, well below the wartime peak of 12,500,000, but well 
above the pre-war norm of 562,000 in 1933. Even with the release of 
8,000,000 men to civilian tasks of reconstruction and development, the 
Soviet armed forces remain most formidable in bom absolute and rela- 
tive terms. • 

There are now 1,600,000 Soviet troops in Europe outside the 
USSR, and even where forces in -Europe have been reduced, heavy equip- 
ment has been left behind so that it can be manned on short notice. The 
Soviets also have shown a marked interest in equipping and training 
satellite armies along Soviet lines. The Yugoslav Army, for example, 
plans to reach a strength of 1,000,000 men by 1948, and for all practical 
purposes should be included in considering the Soviet potential. 

The massive Red Army of the past, designed primarily to defend 
the vast Eastern European front, was deficient in transport, equipment 
and organization and proved unwieldy in many operations. Almost all of 
its offensive successes were achieved through the skillful use of mobile 
striking forces. As a result of these lessons, mobility is the prime con- 
cern of present Soviet military planning. In achieving it, the release of 
masses of "peasant" infantry troops and the retention in service of 
smaller numbers of highly-trained and well-equipped specialists is a 
logical step. 

The Soviet demobilization to date has resulted in no reduction of 
Soviet military strength in critical areas. Discontinuance of demobiliza- 
tion at this point indicates an intention to retain overwhelming superiority 
in immediately available military power for an indefinite period. 
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Effects of Soviet Propaganda 

The continuing Soviet propaganda barrage against the "reaction- 
ary" and "war -fomenting" activities of the US and UK appears designed, 
first, to keep alive in the US and the UK active opposition to any firm 
policy toward the USSR; and second, to spur the Soviet masses to greater 
effort by raising the specter of imminent patriotic war. 

In its first objective, the undertaking has met with considerable 
success. Many moderate and liberal groups have been so divided over 
the issue of policy toward the USSR that their potentialities for opposing 
Soviet tactics have been at least neutralized. 

The effects of the campaign within the USSR are more difficult to 
appraise. While there is little doubt that it has seriously alarmed the 
Soviet people, scattered reports Indicate that it has depressed rather 
than Inspired them. The average citizen of the USSR seems to be 
anxious and distressed over the prospect of another war, and bewildered 
as to why the US and Britain should "want" it. The Soviet masses are 
suffering from severe emotional and physical exhaustion, and in many 
cases are bitterly disappointed that the long -promised Increases In free- 
dom and comfort have not followed the defeat of the Axis. Ideological 
purges and alarmist propaganda have not checked this condition, and the 
majority of the Soviet people appear eager for any straw of reassurance 
as to Anglo-American intentions. 
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Significance of Personnel Changes in Soviet Hierarchy 

The announcement that V. S. Abakumov has been appointed 
Minister of State Security and that G. M. Malenkov has been relieved 
of his duties as member of the Presidium of the Supreme Soviet and 
designated Deputy Chairman of the Council of Ministers, may have 
some connection -with reports that Stalin is in poor health and is ab- 
sent from Moscow. M Stalin really is ill, any present jockeying for 
position among members of the Kremlin's ruling clique may foreshadow 
a serious rivalry among possible successors. 

Little is known of Abakumov' s background except that he was re- 
portedly chief of the Soviet Army's counter-intelligence service during 
the war, and has since been Deputy Commissar of the NKVD (now MVD) 
in charge of counter-espionage. The first hint of bis elevation to minis- 
terial rank was the prominent position given him at Stalin's dinner for 
the Czechoslovak Premier on 25 July. His role as chief of the Ministry 
of State Security (MGB) is one of great responsibility, since that organi- 
zation has assumed most of the secret police functions formerly carried 
out by the NKVD. 

Abakumov' s appointment confirms rumors which have been cir- 
culating for some time to the effect that the former MGB chief, V. N. 
Merkulov, had been dismissed from his post. Some of these rumors 
have suggested that Merkulov had fallen into disfavor, but it is equally 
possible that he has been shifted to some other responsible work. He 
was formerly considered the right-hand man of Marshal Beria, ex- 
chief of NKVD, who is now believed to be supervising the Soviet atomic 
project. Merkulov may have joined Beria in this undertaking. 

Malenkov 's reassignment is of particular interest in view of his 
apparent preeminent position in the Kremlin's inner circle. He has often 
been mentioned as the candidate most favored to succeed Stalin. He has 
for some time held the positions of Secretary and Director of Personnel 
of the Central Executive Committee of the Communist Party — positions 
comparable to those which Stalin held at Lenin's death. While there is 
no evidence that Malenkov has been removed from these key positions, 
a report from a usually reliable source indicates that he has fallen into 
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disfavor. Such a possibility takes on added weight from the fact that 
in the current clean-up in intellectual and agricultural circles, Zhdanov, 
another contender for supreme power, appears to have been selected 
to serve as Party "hatchet man." 



Communist Setback in Hungary 

Premier Nagy's majority Smallholders Party appears to have 
won its latest behind-the-scenes struggle for political power with the 
leftist parties and to have averted temporarily any further Soviet domi- 
nation of Hungary. 

Since the formation of the present coalition Government, Nagy, 
despite his Party's 60% majority, has compromised both with the right 
wing in his Party, which resents Communist participation in the Govern- 
ment, and with the Communists. The latter have relied on the presence 
of the Soviets to extend their influence in the Government far beyond 
that justified by their popular vote (16% of the total) in the last elections. 
Although Nagy's middle-of-the-road policy has resulted in numerous 
political crises, Hungary has been far more successful than other satel- 
lite states in maintaining a degree of independence from Soviet control. 
The Soviets have deeply penetrated Hungary's economy through the for- 
mation of joint Soviet-Hungarian corporations, but the country still en- 
joys substantial freedom of press, religion and political activity. 

The latest crisis grew out of Nagy' s determination to capitalize 
on popular discontent with Soviet failure to support Hungary at Paris. 
Accordingly he increased his resistance to Soviet influence and encour- 
aged political and economic orientation to the West, It was expected 
that the Communists would retaliate with demands for sweeping conces- 
sions from the Smallholders, including expulsion from the Party and the 
Assembly of extreme rightist Smallholders, and for sweeping electoral 
"reforms." However, the reluctance of the USSR to intervene in behalf 
of flie Communists and of the leftist Social Democrats to support the ex- 
treme Communist position forced the Communists to modify their demands 
to a point where they can be acceptable to the Smallholders. 
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SOVIET CAPABILITIES FOR THE DEVELOPMENT AND PRODUCTION 
OF CERTAIN TYPES OF WEAPONS AND EQUIPMENT 

1. Herein is presented an estimate of Soviet capabilities in the development and 
production, during the next ten years, of certain weapons and equipment, as follows: 



r 2. Any report of this nature is at best educated guesswork. An estimate 
of capabilities ten years hence obviously cannot be based on evidence, but only on a 
projection from known facts in the light of past experience and reasonable conjecture. 
The estimates herein are derived from the current estimate of existing Soviet scientific 
and industrial capabilities, taking into account the past performance of Soviet and of 
Soviet-controlled German scientists and technicians, our own past experience, and 
estimates of our own capabilities for future development and production. 

3. In view of the Soviet Union's relatively low industrial potential, of the evident 
necessity to devote much of her effort to restoring and developing her transportation 
system and heavy industry in general, and of her limited technological advancement, 
particularly with respect to precision instruments and electronic controls, it seems 
reasonable to assume that during the next ten years she could not carry out advanced 
development and quantity production simultaneously in all of the fields under con- 
sideration. The selection of those fields in which a maximum effort was to be made 
would be governed by political or poUticc-roilitary considerations. The common as- 
sumption, supported by many indications, is that every other Soviet program has been 
subordinated to the development of an atomic bomb. It is not clear that the Soviet 
authorities have yet made a firm determination of other priorities. In any case, it must 
be understood that the estimates which follow assume a maximum effort in each case, 
that such an effort is not possible in every case, and that In some cases actual develop- 
ment will fall short of the maximum capability indicated, in accordance with the pri- 
orities assigned. 

4. The atomic bomb. Our real information relating to this subject is meager. 
It is probable that the capability of the U.S.S.R. to develop weapons based on atomic 
energy will be limited to the possible development of an atomic bomb to the stage of 
production at some time between 1950 and 1953. On this assumption, a quantity 
of such bombs could be produced and stockpiled by 1956. 

5. Guided Missiles. 

a. Ground to ground. The U.S.S.R. is not believed to be capable of carrying 
out advanced development and quantity production of radically new weapons of 
this type within the next ten years. However, by making full use of German 
facilities under Soviet control, the U.S.S.R. is capable of attaining by 1950 quantity 
production of V-l and V-2 missiles with increased ranges and some improvement 
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in accuracy. The possibility that the German A-9, A-10, and associated missiles 
may be developed to an effective range of 3000 miles within the next ten years is 
considered remote.* 

b. Surface to air. The U.S.S.R. is considered capable of putting into pro- 
duction by 1950 anti-aircraft missiles of the German Wasserfall or Smetterling 
type. 

c. Air to surface. The U.S.S.R. is considered capable of developing to the 
production stage by 1950 a missile of similar type to the German HS-293, possibly 
equipped with a proximity or influence fuse.** Fighter or bomber borne missiles 
with rocket assisted impact power can be expected in quantity within the next ten 
years. 

6. Heavy bombers. The U.S.S.R. is capable of developing and producing by 1948 
a bomber with the approximate characteristics of the B-29, and of achieving a production 
rate of 150 per -month by 1950. By 1951 the Soviets will be capable of maintaining 2000 
operational aircraft of such type supported by a stored reserve of equal strength. The 
development of new types of destructive agents may reduce the importance of bomb 
carrying capacity and make range and speed the primary factors in design. 

7. Fighter aircraft. Within the next five years the U.S.S.R. is capable of de- 
veloping and producing an effective defense force of jet interceptors of subsonic speed. 
Fighter aircraft will be almost entirely jet propelled, but it is considered improbable 
that supersonic speeds will be developed in this period. 

8. Radar. Within ten years the Soviets will have the construction and operational 
capabilities in the radar field which existed in the United States in 1945. They will 
exploit the use of radar in establishing integrated systems of warning networks. 

-9. Submarines. It is believed that the U.S.S.R. will concentrate on building the 
German type XXI boat, since in feasibility of both construction and further development 
this type offers the prospect of most immediate returns. Using German facilities, the 
U.S.S.R. should be capable of constructing up to 300 of these craft by 1950. There- 
after production would be virtually unlimited except by priorities. The U.S.S.R. is 
capable of developing by 1956 a guided missile launching device for use on these sub- 
marines. 



* AO/AS-2 holds that it is "entirely possible that quantities of 3000-mile rocket propelled mis- 
siles . . . will be available to the Russians in 1955." 

** AC/AS-2 would emphasize the view that by 1950 the U^JSJR. will also have stockpiled 
"quantities of missiles similar to the German "Bomben Torpedo,' equipped with a proximity or in- 
fluence fuse, which will have lethal capabilities against sea-borne forces." 
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Communist Pre-Electoral Tactics In Rumania 

The Communist electoral pattern, so successfully delineated in 
Yugoslavia and Bulgaria, will be repeated with only minor variations on 
17 November •when the Rumanian people vote in their first post-war elec- 
tion. The Groza Government, although faced with an opposition conserva- 
tively estimated at 75 per cent of the electorate, is determined to win an 
85 per cent victory. It has accordingly conducted a campaign of violence 
and terrorism that will make it impossible for the Opposition to register 
its full strength at the polls. The Rumanian election, therefore, will 
probably reflect the will of the people even less truthfully than did the 
elections in Bulgaria and Yugoslavia, where opposition to Communism was 
neither as well organized nor as determined. 

The Government's extreme measures against the Opposition indi- 
cate the Communist Party's estimate of what was necessary to insure a 
vote that would justify complete Communization of the country. Under the 
guise of the Communist -sponsored and administered electoral law, large 
numbers of potential Opposition voters have been unable to register, many 
do not yet know whether they are registered or not and those protesting 
non -registration must present 16 separate documents, many of which are 
unobtainable. Communist control of printers' unions, the radio, newsprint 
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distribution, and censorship has successfully prevented the Opposition 
from publicizing its campaign. The Government has attempted to dis- 
credit Opposition leaders by accusing them of subversive activity and 
subjecting their homes to frequent search. Many are in jail without 
formal charge. Violent physical attacks on Opposition leaders are an 
almost daily occurrence. Communist strong-arm squads, with the 
tacit approval of the police, have successfully disrupted the majority 
of the Opposition's political meetings. 

The Communists have further strengthened their position by the 
now familiar tactics of dividing the Opposition parties and of currying or 
forcing the support of minority groups. Both historical parties {National 
Peasants and Liberals) have dissident groups represented in the Groza 
Government. The Jewish Groups, fearful of the growing anti-Semitism 
in Rumania, have promised their 200,000 votes to the Government Bloc 
in return for substantial concessions. The Communists, in their des- 
perate search for support, have even allowed several former fascist 
Iron Guard leaders to retain prominent Government positions. For the 
first time in Rumania's history, the Army, now "revitalized," will vote 
(with obvious results, despite reliable reports that the individual Ruma- 
nian soldier has not accepted Communist ideology). 

Election day will probably be quiet. Opposition leaders admit 
their impotence to combat a reign of terror which on that day will be 
backed by the Army, the secret police, the militia and an estimated 
10,000 armed Communist reservists specially called up for the occasion. 
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COMMUNIST MANEUVERS IN HUNGARY 

Summary; The Hungarian Communist Party and 
the Soviets are making a persistent effort to split the 
Smallholders' Party in order to strengthen their con- 
trol over Hungary prior to the withdrawal of Soviet 
troops and the signing of a peace treaty. There is dis- 
agreement within the majority Smallholders' Party as 
to concessions which it must make to the Communists 
to avoid Soviet retaliation. K Premier Nagy can re- 
solve these differences within his Party, he may be 
obliged to acquiesce only to a mutual assistance treaty 
with the USSR. 

Renewed efforts by the Soviets and the Hungarian Communists 
to dominate Hungary prior to the withdrawal of Soviet troops have pre- 
cipitated another serious crisis for Premier Nagy's coalition Govern- 
ment. The Soviets, despite their effective control of the country's major 
industries through joint Soviet-Hungarian monopolies, recognize that 
Communist strength is not sufficient to insure a Government "friendly" 
to the USSR. The Communist Party is therefore making a persistent 
effort to split the majority Smallholders' Party, which controls 60% of 
the National Assembly and is therefore an effective brake on Commu- 
nist encroachment. 

Although all parties, including the Communists, agree on the need 
to maintain a coalition Government, the Communists are working to in- 
crease the number of parties in the coalition in order to improve their 
relative position and increase their influence. They have therefore en- 
couraged the formation of the new Freedom Party, which is composed of 
rightist elements purged from the Smallholders' Party. The Commu- 
nists have also made numerous demands upon the Smallholders primari- 
ly aimed at causing dissension between the right and left wings of the 
Party. These demands include: (1) expulsion of additional right wing 
members; (2) postponement of local county and municipal elections; (3) 
changes in the electoral law which would disenfranchise many "reaction- 
ary Smallholder supporters; (4) curtailment of the political activity of 
the Catholic Church, and particularly its control of the educational sys- 
tem; and (5) abandonment of the Smallholders' plan to establish "Grange" 
organizations which would be Independent of the Communist-dominated 
Trades Union Council. In addition to these political maneuvers, evidence 
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exists that the Communists and the Soviets are deliberately obstructing 
the country's economic rehabilitation in order to capitalize on the result- 
ing unrest. 

The Communist plan to divide and rule has partially succeeded. 
President Tildy and Premier Nagy, both Smallholder leaders, reported- 
ly disagree as to what concessions they must make to the Communists 
to avoid Soviet retaliation. Tildy apparently believes mat the Soviets 
will insist on full compliance with Communist demands as the price for 
preservation of the Smallholders* majority position in the Government. 
Nagy, on the other hand, believes that further submission to Commu- 
nist pressure would be as detrimental to the Smallholders' Party as 
any possible Soviet retaliation. Nagy also believes that the Communists 
may be bluffing, since (1) they would probably not risk a fair test of 
strength at the polls; (2) they are as anxious as the Smallholders to main- 
tain the coalition Government; and (3) there are indications that the left- 
ist National Peasants and Social Democrats may themselves revolt against 
Communist domination of the Leftist Bloc. 

The future of the Smallholders* Party appears to depend largely 
on Nagy's ability to maintain a united front within the Party to resist 
the Communists' demands and on the present Government's ability to 
survive a winter of inevitable economic hardship, fc the last analysis, 
however, the Kremlin's attitude will be the deciding factor. Although 
the Soviets will not relax their efforts to strengthen the Communist 
Party in Hungary before signing a peace treaty or withdrawing their 
troops, there are indications that they may be unwilling to take extreme 
measures if the Smallholders' Party refuses to meet the Communists' 
demands. They may then be forced to settle temporarily for a mutual 
assistance pact with the present regime in the hope that it would cooper- 
ate sufficiently to protect immediate Soviet military and economic in- 
terests. 
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The Soviet Outlook in Iran 

Within a week following their entrance into Azerbaijan on 
9 December, Central Government troops had virtually completed their 
conquest of the province. The Tabriz Government had collapsed,and 
national troops had occupied key points on the Azerbaijan-Soviet ;- s 
frontier. Furthermore, ©azi Mohammed (the rebel who had established 
a Kurdish "Republic ) " in Western Azerbaijan) and other Kurdish leaders 
had submitted to the Central Government and declared their loyalty to 
■Qavam, , 

The Soviets are confronted not only with the Azerbaijan debacle 
but also with the greatly reduced effectiveness of the Tudeh Party 
(their chief Iranian tool) and the increased strength of all anti-Soviet 
elements. Accordingly, the USSR may now be expected to abandon 
direct action in Iran in favor of intensified infiltration and clandestine 
activity. The Soviets doubtless will also use the projected oil con- v. 
cession as an important means of penetration. • v 

The USSR is likewise in a position to exert considerable econom- 
ic pressure on Iran through the dependence of the Northern provinces y 
upon the Soviet economy and the existence of large British concessions 
in the South. It is to be expected that Qavam will attempt to maintain 
friendly relations with the USSR and, if necessary, will support economic 
concessions which do not infringe upon Iranian sovereignty. 

The Soviets, however, have suffered a serious set-back in Iran 
and to some extent have lost face in the Near East. Iranian independence 
appears to have been re-established unless the USSR is prepared to 
resort again to overt action and to risk UN intervention. 



Soviets Reverse Their Tactics in Austria 

The USSR's tactics in Austria have undergone drastic revision. 
After indicating that its forces would be withdrawn from the country by 
the third quarter of 1947, the Soviet Command concurred in two important 
US-supported resolutions which it had. hitherto strongly opposed in the 
Allied Council. It agreed (1) to place both indigenous and imported food 
resources at the disposal of the Government for distribution throughout 
Austria; and (2) to settle the denazification issue along lines acceptable 
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to the US. This latter concession is of special significance because the 
Soviets previously indicated that they were dissatisfied with the results 
achieved by the Austrian Government and that they would remain in 
occupation until they considered the program completed. They will now 
be unable to use the denazification issue in order to block consideration 
of an Austrian treaty. 

The Austrian Government is planning, in January, to enter into 
bilateral negotiations with the USSR on the very difficult subject of 
German assets in eastern Austria, provided the US, UK and the three 
parties to the Austrian coalition Government concur. The Soviets have 
consistently refused to discuss the assets question in the Allied Com- 
mission and are in disagreement with the Austrians as .to what consti- 
tutes legitimate German assets under the Potsdam' agreement. The 
Austrians, however, are now proposing bilateral negotiations, in the 
belief that the Soviets are now in a frame of mind to make substantial 
concessions for the sake of a quick settlement. 

The USSR now apparently is on the defensive in Austria and 
desires to secure its economic position by reaching an agreement with 
the Figl Government before discussion of Austrian peace terms this 
coming spring. Moreover, it has weakened its bargaining position by 
having given advance notice of its intention to withdraw by the third 
quarter of 1947. 
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The Polish Election 

Preparations by Poland's Communist-dominated Government 
for the country's first post-war election on 19 January differ little from 
those which swept Leftist blocs to victory in Bulgaria and Rumania. The 
Polish Government has flagrantly disregarded the Potsdam agreement 
regarding free elections and has intensified its ruthless suppression of 
all potential opponents. The election results, therefore, are predeter- 
mined. Vice-Premier Mikolajezyk's Peasant Party, which is backed 
by approximately 70% of the population, will probably be allowed no 
more than 25% of the vote. 

Mikolajcasyk has waged a determined but futile struggle against 
the now-familiar Communist electoral tactic*;. These include mass ar- 
rests of Opposition leaders and candidates, restriction of public speech 
and assembly, intimidation by secret police and armed forces, and mani- 
pulation of the electoral machinery. The Government has exploited the 
existence of an active underground as a pretext for its oppressive con- 
trol of the country by secret police. It has also handicapped Mikolajczyk 
by linking him with the underground. 

The certain defeat of the anti -Government forces on 19 January, 
coupled with scarcities of food and clothing, and exorbitant taxes, will 
produce an explosive situation which will challenge the law-enforcing 
powers of the new Government. Outright civil war, however, is unlikely. 
The underground, although well-organized, is not capable of effective 
action against the Polish Army and Security Police, both of which are 
firmly under Communist control and backed by Soviet occupation forces. 
More important, however, is Soviet unwillingness to allow widespread 
disorders at this time. Although armed conflict would give the Soviets 
an opportunity to annihilate the Opposition, it would also .endanger Soviet 
communication lines to Germany and would give the lie to Soviet claims 
that the present Government has the support of the masses. 
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The Polish Government has flatly denied US and UK charges 
of failure to fulfil the Yalta and Potsdam agreements. Communist 
leaders, furthermore, probably consider the loss of Western economic 
assistance and good will less important than the immediate risk of en- 
dangering their control of the Government by adherence to Western 
principles of democracy. The Communists' post-election plans, how- 
ever, may include an offer of surface concessions to the Opposition 
in an attempt to avoid widespread internal disturbances and to obtain 
some economic aid from the US and UK. Mikolajczyk presumably 
would reject such concessions because their basic purpose would be 
to weaken the Opposition's ability to resist further Communist control 
of the country. 



Possible Reopening of the Straits Question 

The principle signatories of the Montreux Agreement on the 
Straits (1936/ have recognized that some of its terms are out of date. 
No conference for revision has yet been called, however, because of 
Soviet insistence that the Black Sea states alone should control and 
defend the waterways; and Turkey, with US and British support, has 
refused to enter into discussions on this basis. 

The recent conciliatory trend of Soviet foreign policy, par- 
ticularly the USSR's non-intervention in the Azerbaijan affair and 
its failure to veto the Security Council's decision to investigate 
alleged border violations in Greece, have apparently suggested to 
the Turks the possibility of reaching an acceptable agreement at 
this time on the Straits issue. The Secretary General of the Turkish 
Ministry for Foreign Affairs recently told US Ambassador Wilson that 
he was considering the possibility of proposing a "regional agreement' 
for the war-time defense of the Straits to be undertaken by the US, 
USSR, UK and Turkey. 

Such a proposal would provide a further test of the Soviet 
desire for genuine international collaboration. An abandonment of the 
Soviet insistence that the riparian states alone control the Straits 
would open the way for a general settlement of this issue. H, on the 
other hand, the USSR maintains its previous position, the Turks will 
have lost noihing by exploring the possibilities; the current deadlock 
will merely continue. 
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Prospects in Indochina 

Fince French Overseas Minister Marius Moutet's visit to 
Indochina. French policy in regard to Vietnam has been committed 
to the "restoration of order" before negotiating with Vietnam. To 
restore order by force in northern Indochina would require military 
operations by large Trench forces for a period which the French esti- 
mate at six months to a year, but which would probably extend to two 
years or more. The French have attributed the fanatical Vietnam op- 
position they have so far encountered to the presence of many Japanese 
in the Vietnam ranks. In reality, few Japanese have been found either 
dead or alive in the fighting in Vietnam and French military difficulties 
may more accurately be ascribed to the tenacity and courage of the 
Vietnam defense as well as to the French lack of infantry and experi- 
ence in handling armored units. (Approximately 2,500 former German 
prisoners of war are now unwillingly serving in French forces in Indo- 
china.) 

French authorities in Indochina now believe that extremist ele- 
ments within the Viet Minh League (the political party of Vietnam) were 
responsible for the attack on Hanoi on 19 December which they feel 
destroyed all chances of compromise by its premeditated violence. Ko 
Chi Minh is believed to have come under the control of these extremists, 
though perhaps not wholeheartedly, and he is still held responsible by 
the French for Vietnam actions in the present hostilities. French colon- 
ial administrators in Indochina have expressed the naive belief that the 
people of Annam and Tonkin resent the "terrorism" of the Viet Minh 
I eague and would choose a more moderate and pro-French government 
if allowed to make a choice. 

When order is restored, the French hope to establish a govern- 
ment in Vietnam which will permit French control of Indochinese foreign 
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relations and which would consent to a separate state in Cochin -China. 
Such a government would be powerless to enforce'its authority in North- 
ern Indochina in the face of extremist resistance and popular contempt 
for its puppet status. The continued instability of Northern Indochina 
under such circumstances would spread to Southern Indochina and would 
threaten French control in Laos and Cambodia. 

Leaders of Tree Laos and Free Cambodian groups in conjunc- 
tion with Vietnam representatives in Bangkok have issued a memorandum 
calling for UN intervention in the present situation in Indochina. The 
Vietnam radio has appealed for the support of Free Laos and Free Cam- 
bodian movements, and there are indications that these broadcasts have 
received a favorable response. Important Free Laos leaders have re- 
cently left Bangkok for the border territories and may take advantage 
of French involvement in Vietnam to oust the pro-French administra- 
tion in T aos. Such an expansion of hostilities together with successful 
Vietnam resistance to the French would surely encourage extremist 
leaders in Burma. Malaya, and the Netherlands East Indies to stiffen 
their opposition to Western colonial powers. 
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Communist-Instigated Purge In Hungary 

The Hungarian Communist Party, in an attempt to extend its 
control of the country before the withdrawal of Soviet troops, has renewed 
its attack on the Smallholders' Party by arresting many of its leaders on 
charges of plotting to overthrow the Government Neither the extent of 
the arrests, nor the truth of the Communist charges, nor even the degree 
of Soviet complicity can yet be definitely ascertained from the welter of 
conflicting rumors and counter-charges circulating in Budapest This 
much is certain: the Communist -dominated Ministry of Interior and 
the political section of the Ministry of Defense are arresting all persons 
suspected of anti- Government activity, the majority of whom are right- 
ist Smallholders who were active in the anti -German resistance move- 
ment The Communists have accused them of belonging to an alleged 
subversive organization (The Hungarian Unity Movement), of plotting 
the overthrow of the Governmentand of planning to return Admiral Horthy 
to power. There is little doubt that the Hungarian Unity Movement exists, 
but its members probably do not desire the return of Korthy or the over-' 
throw of the present Government. More likely the Movement comprises 
a group engaged in long-range planning to prevent a possible Communist 
coup after withdrawal of Communist troops. 

Premier Nagy's position is admittedly difficult. Although the 
Communists, as a means of achieving their political aims, have undoubtedly 
magnified the plot far beyond its actual importance, they have collected 
enough evidence implicating important Smallholder leaders to prevent 
Nagy from taking steps to quash the investigation and to make it difficult 
for him even to deny Communist charges that his Smallholders ' Party is 
implicated with the accused. There is no evidence of direct Soviet com- 
plicity in initiating the arrests, but knowledge that the Communists have 
Soviet backing will also soften Nagy's resistance to Communist machina- 
tions. 
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Regardless of the outcome of the trials of the accused, the Com- 
munists have already attained certain primary objectives. Premier 
Nagy's control over the present coalition Government and his ability to 
resist further Communist demands (see Weekly Summary of 13 Dec- 
ember 1946) have now been weakened. The Communist practice of 
representing, on the basis of fragmentary evidence, normal political 
differences of opinion as subversive tendencies will also frighten ail 
potential anti -Communist groups into a policy of extreme caution. This 
latest Communist maneuver may, therefore, cause the downfall of the 
present Government Neither the Rightists nor the Leftists, however, 
have the strength to rule alona, and the Communists probably do not yet 
consider their police control of the country strong enough to risk another 
election in the immediate future. Some sort of uneasy coalition will 
probably continue, with Communist participation and influence consid- 
erably increased. 
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19. Weekly Summary Excerpt, 28 February 1947, The Greek Crisis 




The Greek Crisis 

The fate of Greece may be decided within the nest few months, 
if not weeks. Militarily, a demoralised, under -equipped army is los- 
ing ground to guerrilla forces backed by the Soviets and their satellites. 
Politically, a compromise government of Rightists, through inefficiency 
and political narrowness, is losing what little popular confidence it once 
possessed. Economically, a country unreconstructed from the devasta- 
tions of war, is losing its fight against starvation, inflation, and internal 
and external debt. 

Since the liberation, two factors have saved Greece from relent- 
less attempts by the USSR, through its satellites and local Communist 
elements, to dominate the country: (1) The presence of British troops; 
and (2) loans, Including UNRRA aid, from the US and the UK. Now, in 
the face of an all-out Soviet effort to capitalize on the current crisis, 
British troops (except for a small token force) are being withdrawn, 
and the US and the UK are finding it increasingly difficult to obtain money 
to bolster Greece's economy. Because of the UK's own financial straits, 
economic aid from that source may cease completely. 

Alone, Greece cannot save itself. Militarily, the country needs 
aid in the form of equipment and training. Politically, Greece's diehard 
politicians need to be convinced of the necessity of a housecleaning, and 
the prostrate Center, which traditionally includes the majority of the 
population, requires bolstering. Economically, it needs gifts or loans 
of commodities, food, foreign exchange, and gold to check inflation. Of 
these needs, the economic are the most vital. 

If Greece withstands Soviet pressure during the next few months, 
and can contain the guerrillas, the Center, which is ineffectual at the 
moment, may become sufficiently aroused by the increasing atrocities 
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of the Leftists and the continued bungling of the Rightists to reorganize 
Itself and to take control of the Government, excluding both the Right 
and the Left, Such a move might be led by the moderate Sophoulis or 
the old republican Plastiras. 

Without immediate economic aid, however, there would appear 
to be Imminent danger that the Soviet-dominated Left will seize control 
of the country, which would result in the loss of Greece as a democracy 
of the Western type. 
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20. Weekly Summary Excerpt, 7 March 1947, Significant Personnel Changes in Soviet 
Government; Anti-Communist Trends in Czechoslovakia 



EASTERN EUROPE 

Significant Personnel Changes in Soviet Government 

Recent changes in Soviet political personnel indicate a desire 
on the part of the Kremlin to clarify and strengthen administrative 
responsibility among Politburo members and to facilitate the solution 
of the pressing problems created by growing nationalism and agri- 
cultural breakdowns in the Ukraine. 

The appointment of Lasar M. Kaganovich as First Secretary of 
the Ukrainian Communist Party surpasses in importance that of General 
Bulgantn as Stalin's successor in the post of Minister of the Armed 
Forces (a change believed to have been an administrative fact for some 
time). Kaganovich, one of the most energetic and forceful of Soviet 
administrators,, is expected to campaign vigorously against Ukrainian 
nationalism — a matter of grave concern to the Kremlin — and for 
improved agricultural production in the Ukraine. Andrei Zhdanov's 
resignation as Chairman of the Council of the Union Is expected to 
leave Mm free for his more important duties as a member of the 
Politburo, the Orgburo, and the Central Committee Secretariat of 
the Communist Party. 

Anti -Communist Trend in Czechoslovakia 

The Communist Party in Czechoslovakia is gradually losing ground 
despite its overwhelming victory in the May 1946 elections. Barring 
direct Soviet interference, Czechoslovakia, because of the intense nation- 
alism and individualism of its people, will probably emerge as a modified 
Socialist state friendly to but not patterned on the USSR. Particularly 
in the economic field, Czechoslovakia's orientation toward the West 
should gradually increase. 

Following the country's liberation, the Czechoslovak Communist 
Party attained substantial popular support by avoiding an extremist pos- 
ition. Subsequent Communist efforts to by-pass Parliament, to widen 
the scope of the nationalization program, and to control the police, the 
army, and the press have, however, alienated many former supporters. 
Successful resistance by the Moderates to Communist efforts to dominate 
the country is demonstrated by (1) the refusal of Parliament to delegate 
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authority to the Cabinet; (2) the redaction of Communist control 
over the Secret Police; (3) the removal of Communists from many 
local governing bodies; and (4) the maintenance of cordial relations 
with the West. 

The Social Democrats, upon whom the Communist Party depends 
for the small leftist majority in Parliament, have voted recently against 
the Communists on all major issues and have won decisive victories 
in several labor union elections. A recent split within the Czech Com- 
munist Party over the extension of State ownership of industry beyond 
the limits of the two-year plan indicates basic Czechoslovak opposition 
to Soviet regimentation. 

The integration of Czechoslovakia's economy with that of the 
USSR and its satellites has also become increasingly difficult. The 
nation's two-year plan presupposed substantial imports of raw materials 
from the East, which, in actuality, are not being received in sufficient 
quantity and quality. Czechoslovakia must, therefore, make up this 
deficit by imports from the West which, in torn, can only be paid for 
by exports to free exchange countries. Barter trade with the East must, 
therefore, be reduced. Because the Communists bear the major respon- 
sibility for the execution of the two-year plan, they may be forced to 
divert trade from the East to the West rather than to jeopardize the 
entire nationalization program. 

The Soviet attitude will, in the final analysis, determine the 
success of the Moderates in preventing Communist domination of Czecho- 
slovakia. The Kremlin is aware that strong-arm methods would meet 
with stubborn resistance and substantially reduce the value of its most 
important Eastern European source of supply. The USSR, therefore, 
probably will avoid direct interference in Czechoslovakia s internal 
affairs as long as Czechoslovakia has a "friendly" Government and 
continues to supply the USSR with vitally needed industrial products. 
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FAR EAST 

Prospects for Vietnam Settlement 

The difficulties of solving the Vietnam problem by force lave 
resulted in several French attempts to establish a puppet regime in 
order to circumvent the necessity of negotiating with the present Viet- 
nam government of Ho CM Minh. These attempts began shortly after 
the commencement of hostilities in December when the French insisted 
that no conversations were possible with Ho Chi Minh or members of 
his government. Contact was made in Hong Kong with the former Em- 
peror of Annam and Japanese puppet, Bao Dai, as a figure around whom 
a new government, amenable to French influence, might be created. 
At the same time an alternative plan was conceived, which provided for 
the enthronement of Bao Dai's young son, Bao Long, with a French- 
dominated Regency exercising actual power. Both possibilities are 
still being pursued by the French, and Bao Dai's former Prime Minis- 
ter is now in Saigon negotiating with the French. 

In recent weeks, the protracted resistance by Vietnam forces 
and the unwavering native support of the Viet Minh Communist-front 
party have forced the French to recognize that Ho Chi Minh continues 
to be popular and powerful. The increasingly critical French military 
manpower situation and the unfavorable international reaction to French 
policy will force the French to seek an early end to hostilities. Conse- 
quently, French authorities are maintaining contact with Ho Chi Minh 
through his representative in Saigon and also through Socialist Deputy 
Eugene Thomas, who recently arrived in Indochina ostensibly to inspect 
local communications. 

Any imperial regime under Bao Dai or his son would lack popu- 
lar support and meet with opposition from the Chinese. The latter pre- 
fer a government which would include Anna mite Nationalists as a counter- 
balance to the Communists. Such an arrangement however, could not 
prove satisfactory from the French standpoint because the Nationalists 
are potentially as inimical to French objectives in Vietnam as the Com- 
munists. 

Any Vietnam government which does not include Ho Chi Minh 
or his more moderate followers will, like the present Provisional Gov- 
ernment of Cochin China, be limited in scope of authority by the peri- 
meters of French military control and will be open to widespread 
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popular opposition and sabotage. France's experience with its regime 
in Cochin China should discourage a similar attempt in Vietnam and 
may lead to the eventual formation of a government which would in- 
clude Ho and moderate Viet Minh elements, several pro-French Anna- 
mite Catholics, and perhaps Bao Dai as a private citizen. The French 
presumably would find it possible to negotiate with such a government 
and might be willing to concede to it a greater measure of independence. 
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22. Weekly Summary Excerpt, 21 March 1947, Reaction to President Truman's Speech; 
Turkey Weighs its Defense Requirements 



GENERAL 

Reaction to President Truman's Speech 

Reaction to President Truman's speech oa Greece and Turkey 
has, in general, been as expected: conservative and middle of the road 
elements have welcomed the statement of a "new US foreign policy," 
and Communists have attacked US "imperialism" and "dollar 
diplomacy." 

Some commentaries, while generally applauding the speech, 
contain a significant note of warning. In England, France, Switzerland, 
and the Scandinavian countries, for instance, there is a feeling of un- 
easiness over the future of US-Soviet relations. Some observers fear 
that these countries, caught between two powerful blocs, must review 
their own foreign policy and perhaps eventually choose between them. 
On the other hand, in France, at least, the speech appears to have had 
a tangible effect in encouraging the center elements to take a stronger 
stand against the Communists. 

The Soviet Government has so far made no official statement. 
PRAVDA and IZVFSTIA have attacked the speech, but with no more 
than their customary virulence. The USSR probably has not yet decided 
just what tactics to pursue in attempting to counter the effects of the 
President's statements. The 'Soviet satellite countries have followed 
the line laid down by the Moscow press. There is clear evidence, how- 
ever, that opposition elements within these countries have been greatly 
encouraged by the President's forthright words. Indeed, they have 
possibly exaggerated the significance of die spsech to themselves, 
thinking that it implies aid for all anti-Communists in the satellites. 

The speech was gratefully received in Turkey and Greece. The 
Turks feel that credits will help them to rehabilitate their economy and 
expand their industry, thus increasing the national security. The immedi- 
ate reactions in Greece have been a new tendency toward political unity, 
a general upswing in morale (except among Communists and the Com- 
munist armed bands, where morale has deteriorated), a new stability 
in the currency, and a general improvement in business confidence. 



107 



22. (Continued) 



-TOP SECRET 
NEAR EAST -AFRICA 



Turkey Weighs its Defense Requirements 

Turkey's stubborn refusal to accede to Soviet demands for a 
dominant position In the control and defense of the Turkish Straits (and 
for the annexation by the USSR of strategic areas In northwest Turkey) 
has been a major obstacle to the extension of Soviet influence In the 
Near and Middle East. 
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The ability of the Turks to withstand continued Soviet pressure 
will not depend upon the strength of Turkey's armed forces, because, 
irrespective of the volume of foreign aid, Turkey can never create an 
army strong enough to defend the country against an all-out Soviet 
attack. In the final analysis, Turkey's ability to resist Soviet demands 
will depend upon the maintenance of a healthy economy as an antidote 
to Communist infiltration, and upon the support of its political integrity 
by the Western Powers or by an effective United Nations. 

The Turkish Government appears to take cognizance of these 
fundamental factors in Turkey's position in suggesting that, before any 
new credits are allocated, a study be made of the relative importance 
of military and of economic expenditures to the national defense. The 
Turks see clearly that modernization of transportation and communica- 
tions, and increased agricultural and coal production, would strengthen 
both the military potential and the economic stability of the country and, 
at the same time, improve the prospects for the repayment of the loans 
and the maintenance of the Government's financial integrity. 
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Soviet Strategy In the CFM 

The Soviet Delegation at the recent CFM meeting obviously was 
intent upon delaying or preventing the solution of most of the vital issues 
under discussion. 

A major consideration underlying the Soviet strategy was probably 
the dilemma in which the Kremlin was placed by the announcement of the 
Truman Doctrine. The USSR could not immediately adopt a more concilia- 
tory policy without offering confirmation that the President's program 
was effective in checking aggression. The USSR likewise could not harden 
its policy without encouraging increased support in the US for the Truman 
Doctrine. Furthermore, the encouragement which the President's state- 
ment gave to European antt -Communists may have increased the Kremlin's 
concern over its eastern European position and its determination to block 
an Austrian Treaty in order to maintain Soviet forces in that country and 
communication troops in Hungary and Rumania. 

The USSR, therefore, may have considered it even more imperative: 
(1) to prolong the unsettled conditions in Europe conducive to Communism; 
and (2) to encourage the US to expend its patience and energy in a vain 
quest for agreement until forced by its internal economic and political 
conditions to curtail its foreign commitments and to leave Europe to the 
USSR by default. 

The Kremlin now appears concerned over the reaction which its 
obstructionism has produced among the Western Powers. Through diplo- 
macy and propaganda, the USSR seems to be seeking to reassure the West 
by insisting that the achievements of the Conference should not be mini- 
mized and that "time and patience" eventually will solve most of the re- 
maining problems. For the present, therefore, the Kremlin appears to 
be pursuing a dual policy of preventing a European settlement while try- 
ing to keep alive western hopes that such a settlement eventually may be 



possible. 
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24. Weekly Summary Excerpt, 9 May 1947, Indications of Changed Emphasis in 
Communist Strategy 



EASTERN EUROPE 

Indications of Changed Emphasis in Communist Strategy 

The Kremlin's concern over the present position of the Commu- 
nist program abroad — particularly in central and western Europe — 
is reflected in a recent PRAVDA article commemorating the 30th 
anniversary of Lenin's "April Theses." The article appears designed 
as a guide to foreign Communist Parties in combatting the US program 
of aid to countries threatened by Communism and the competition of 
non-Communist liberals for working -class support -- considerations 
which the Kremlin apparently believes are sapping the revolutionary 
strength of the proletariat. 

The PRAVDA article compares the current world situation with 
conditions in Russia in April 191?, when the Revolution threatened to 
terminate in a parliamentary democracy. Lenin, recognizing the numer- 
ical weakness of the Bolsheviks, urged that open rupture with the 
Provisional Government be avoided until the Bolsheviks achieved suf- 
ficient power to overthrow the Government and replace it with the 
Bolshevik -dominated Soviets {local councils). Instead Lenin urged 

(1) a revifalization and consolidation of the Party; (2) an intensified 
propaganda campaign against the Provisional Government and those 
leftist elements which showed a tendency toward compromise; and (3) 
increased efforts to gain control of the Soviets through legitimate and 
conspiratorial means. (Until that time, the Soviets were loosely- 
organised leftist groups with mass support but without centralized lead - 
ership.) 

The current applicability of this strategy to central Europe -- 
where the Communists are delicately balanced between success and 
failure — is obvious. In accordance with Lenin's program and experi- 
ence during the Russian Revolution, the Kremlin apparently proposes 
for countries such as France and Italy. (1) intensive agitation against 
their present governments and against non-Communist liberals; and 

(2) the development of highly -disciplined Communist cores which, at 
the proper moment, could assume control. Such a program is well- 
adapted to the current situation in France where, relieved of govern- 
mental responsibility, the Communists are in a position to threaten (by 
propaganda, subversion, and trade-union agitation) the stability of the 
present Government. Where Communism is less powerful, the Kremlin 
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desires to concentrate on gaining control of trade unions and other 
liberal organizations. Current Soviet propaganda evidently envisages 
the World Federation of Trade Unions as a primary vehicle of Soviet 
ideological expansion. 

The Politburo apparently has decided that the time has come 
for an all-out offensive, aimed at capturing the leadership of the work- 
ing class, neutralizing the influence of non-Communist liberals, and 
discrediting "capitalist attraction and deception of the masses." 
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25. Weekly Summary Excerpt, 20 June 1947, Apparent Soviet Plans in Eastern Europe; 
Further Communist Moves in Hungary 



EASTERN EUROPE 
Apparent Soviet Plans in Eastern Europe 

The USSR apparently has accelerated its program for the cultural, 
economic, and military coordination of its satellites. Although the Truman 
Doctrine may have stepped up the USSR's timetable, events of the past few 
weeks are all essential components of the basic plan which the USSR had 
probably intended to consummate before the withdrawal of its occupation 

troops. 

As part of this accelerated program, however, the USSR may have 
modified what is believed to have been the first phase of its plan for East- 
era Europe. The plan was thought to have envisaged the formation of a 
South Slav or Balkan Federation, including Yugoslavia, Bulgaria, Albania, 
and probably Greek Macedonia. The next step would then have been a 
Danubian Federation, comprising Hungary, Rumania, and possibly Czecho- 
slovakia. It now appears that the USSR may have abandoned this concept 
in favor of a less formal system of control through Communist Party 
channels and a network of interlocking cultural, economic, and military 
agreements and alliances. Poland, Czechoslovakia, and Yugoslavia are 
already linked to eaeh other and the USSR by such an arrangement. The 
recent Rumanian-Yugoslav accord and the apparently imminent Rumanian- 
Bulgarian agreement will enlarge the circle. With Hungary now more 
effectively under Soviet control, that country may also be expected to be- 
come an integral part of the network. /} 

To the USSR such a network of alliances would have several ad- 
vantages over a formal federation. A South Slav Federation would be 
separated from the USSR by non-Slav Hungary and Rumania. Inclusion 
of the latter countries on such a basis would create a larger coordinated 
area which would be of obvious economic advantage to the participants 
and to the USSR. As long as the USSR considers membership in the UN 
profitable, it will avoid any formal federation in Eastern Europe that 
would bar UN membership to the participating states. Moreover, as a 
formal federation would intensify strong nationalist opposition, the USSR 
probably prefers a less formal arrangement during the present transi- 
tional stage preceding outright incorporation of these countries into the 
USSR. 

The recent discussions in Belgrade among Balkan representatives, 
therefore, were probably merely another step toward implementation of 
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the, master plan for the Eastern European satellites. The talks appear to 
have been heid: (1) to draft a Yugoslav-Rumanian accord; (2) to resolve 
Yugoslav-Bulgarian politico -military problems; and (3) possibly to formu- 
late more detailed plans for intensified military activity in support of the 
Greek guerrillas. The presence in Belgrade of such a large number of 
Eastern European leaders may also have been welcomed as an opportunity 
to conduct a war of nerves directed at Greece and to exploit for propaganda 
purposes the theme of Communist and Slav solidarity under the aegis of > 
the USSR. 



Further Communist Moves in Hungary 

Since its assumption of power in Hungary, the Communist Party 
has moved swiftly and forcefully to weaken opposition by the Smallholder 
Party and to ensure political and economic domination of the country. The 
appearance of normal constitutionality has been maintained in order to 
preclude interference from the UK and the US or action by the UN, and the 
semblance of a balance of power among the political parties in the coali- 
tion government has been preserved. 

Prior to the coup the Communists tried unsuccessfully to nation- 
alize the four leading Hungarian banks. On 1 June, however, the Council 
of Ministers, by decree, placed thirteen principal banks under state con- 
trol and assigned to each a ministerial commissioner to control its activi- 
ties and to preserve its capital, thereby ensuring complete Communist 
domination of 75-80% of Hungarian industry. The extension to 30 Septembe 
1947 of emergency powers by the National Assembly permits the Cabinet 
Council to continue to govern by decree; the present Communist-controlled 
Cabinet will thus be unopposed in its administration of Hungarian affairs. 
Initial steps have also been taken to avoid a repetition of the Communist 
defeat in the free elections of November 1945. In preparation for the con- 
trol of future elections, Party members have been sent to study electoral 
methods employed in Poland, Bulgaria, and Rumania, and a new electoral 
law is being drafted which will further exclude opposition elements from 
the polls. 
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Program 
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EUROPE 

USSR: Soviet plans for exploiting US aid program —Commanding General 
US Forces Austria has learned from a Soviet Major, formerly a trusted 
Communist Party member, that certain Communists among the Soviet 
Forces in Austria recently have been directed by the Party Central Com- 
mittee in Moscow to make a study of "US aid, its effects, and how it can 
be made to serve Soviet aims." The Moscow directive reportedly suggest 
that the US aid program should be encouraged for the purposes of "exploit 
tog and/or eliminating vital materials in America" and of creating inflation 
in the US. The achievement. of either objective would, according to the 

Document Ho. _ — 0 7*7* - 
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directive, "be in line with the necessity to destroy our greatest enemy — 
the US economy and its capabilities." 

(CIG Comment: la view of the initial enthusiasm with which the 
Marshall proposals have been greeted throughout Europe, the USSR may 
well conclude that implementation of the proposals is inevitable and that 
open opposition would be futile. The Kremlin may therefore seek a sub- 
stantial share of US assistance for the Soviet satellites, and perhaps even 
for the USSR itself; and it may encourage increased US assistance in the 
hope of depleting US resources and inflating the US economy.) 
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27. Weekly Summary Excerpt, 11 July 1947, Soviet Opposition to the Recovery Program; 
Effects of Non-Participation on the Satellites 



SOVIET OPPOSITION TO THE RECOVERY PROGRAM 

Soviet opposition to a European reconstruction program will be 
demonstrated at the Paris Conference of 12 July by the absence of dele- 
gates from the USSR and its Satellites, including Czechoslovakia. Less 
direct indications of Soviet opposition will be seen in the future in 
Communist interference within the participant countries and in vigorous 
propaganda emanating from Moscow. British support of the program, on 
the other hand, will continue to be strong. French support, now that the 
Soviet position is fully clear, will probably continue strong despite the 
expected domestic Communist opposition. 

The basis for British interest in a successful implementation of 
the US proposals is fully apparent. The UK will benefit immediately by 
the provisions of the program and ultimately by general European recovery 
More particularly, in the face of a new economic crisis, the proposals pro- 
vide an escape for the UK from having to choose between increased domes- 
tic austerity and the application for another US loan. Both choices are 
politically unpalatable, if not impossible. The UK has therefore seized 
upon the proposals and has been the driving force in constructive action 
to implement them. The clear-cut Soviet refusal to join in the program 
has solidified British support through its effect in uniting the Labor Party 
on foreign policy, particularly vis-a-vis the USSR. 

French interest in the success of a European recovery program 
is as strong as British, but French ability to participate hinged upon the 
strength with which Foreign Minister Bidault resisted pressure from the 
USSR and from French Communists, hi order to side with the UK against 
the USSR Bidault had to abandon the postwar French policy of preventing 
an East-West division of Europe, ta holding to his courageous decision 
to support the recovery program despite Soviet opposition, Bidault was 
considerably strengthened by the efforts of Bevin to put the French in a 
position of apparent leadership at the Big Three meeting. Bidault also 
strengthened his own hand in future dealings with the French Communists 
by offering a last minute "compromise/* which did not actually compro- 
mise on fundamentals. This move, in anticipation of final Soviet refusal, 
was designed to disarm the French Communists and to align French public 
opinion behind the present government. 
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Soviet opposition to joint action on the basis of the Marshall 
proposals was based upon more than the familiar concept that Com- 
munism flourishes upon economic distress. On this occasion the USSR 
was caught in a real dilemma. If the USSR chose to participate in the 
recovery program, it would have been obliged to sacrifice the exclusive 
economic controls established in Eastern Europe since the war and to 
permit a western reorientation of Satellite economies into the broader 
European economy envisaged by the program. Such a course, which 
would jeopardize Soviet hegemony in Eastern Europe, was absolutely 
unacceptable. On the other hand, by refusing to participate the USSR 
would violate a cardinal principle of Soviet policy: to permit no com- 
bination of powers without Soviet participation with power of veto. The 
ultimate decision to follow this latter course, despite its potential dangers 
to Soviet interests, was probably made in the confident expectation that 
France would not dare to enter the program after Soviet refusal. This 
decision to gamble upon a French withdrawal gained further support from 
Soviet conviction that the US will suffer an economic collapse before the 
recovery program can become effective, and that such collapse can be 
hastened by Soviet non-participation. 

The strength of the Soviet opposition to the European reconstruc- 
tion program can best be measured by the last-minute refusals by the 
Satellite nations to participate. Until the final word was received from 
those countries, there was every evidence of their strong desire to par- 
ticipate. Such evidence of overpowering Soviet opposition gives warning 
that the USSR will utilize every opportunity to defeat the ends of the re- 
covery program. 

la the immediate future the USSR can only resort to a propaganda 
onslaught upon the program, because more overt action (such as a wave 
of Communist-led strikes in France) might weaken the Soviet position 
in Western Europe still further. Two premises will probably be guiding 
concepts In the Soviet propaganda campaign: (1) that the European states, 
because of their rivalries and conflicting interests, are incapable of 
developing an effective program; therefore, the projected program will 
only disappoint the exuberant hopes of the participants and thus promote 
further antagonism among them; and (2) that the US within a year will 
undergo an economic collapse that will make impossible the fulfillment 
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of its proposals and may finally lead to the collapse of capitalism gener- 
ally. Soviet propaganda will thus: (1) seek to increase suspicion and 
division among the participating states; (2) capitalize upon every snag 
and failure in the development of the program; (3) continue to cast sus- 
picion upon US motives; and (4) predict the collapse of the US economy 
before the program can be fully effective. 

hi view of the certainty of vigorous Soviet counteraction, both 
Bevin and Bidault have shown anxiety regarding any delay in the effective 
implementation of the prospective program. Bevin is particularly appre- 
hensive lest the USSR should succeed in persuading the participant Euro- 
pean states that it is vain to hope that timely US aid will actually be 
forthcoming. He has predicted that, if effective US support is deferred 
until the late fall or winter, Europe, including France, will be "lost." 
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EFFECTS OF NON-PARTICIPATION ON THE SATELLITES 

Non -participation by the Eastern European countries in the forth- 
coming Paris Conference on the Marshall proposals will seriously com- 
plicate the discussions and will create numerous problems for the Com- 
munist-dominated governments. 

Poland, Hungary, Yugoslavia, and Rumania are in desperate need 
of western economic aid to reconstruct their war -ravaged economies. 
The economies of Czechoslovakia and Finland, while less dependent on 
western aid, are so inextricably tied with those of participating nations 
that the USSR's decision has presented them with the gravest problems. 
The Marshall proposal, therefore, has dramatically highlighted the basic 
conflict in these countries between national self-interest and subservience 
to the Kremlin. Non-participation will inevitably increase popular re- 
sentment and magnify the difficulties already facing the Communists in 
maintaining their police control over these countries. 

Participation in the plan by the nations of Eastern Europe, however, 
could have benefited the entire European economy only If the USSR had 
also agreed to cooperate and to relax its economic demands upon the 
Satellites —particularly for Polish coal, Rumanian and Hungarian oil and 
food, and Yugoslav raw materials. Given continued Soviet obstructionism, 
therefore, western aid to the Satellites would materially increase their 
economic potential without producing corresponding benefits to Western 
Europe. 

The political nature of the Soviet decision is underlined by the in- 
escapable conclusion that the USSR had more to gain economically from 
participation by its Satellites than Western Europe. Increased Polish 
coal production, without which full recovery and greater industrialization 
of the Polish economy is impossible, is dependent upon the import of 
western machinery. Moreover, Poland's decision will seriously impair 
its chances to obtain a World Bank loan of $100,000,000. The USSR, there- 
fore, appears willing to lose an opportunity to make Poland economically 
strong in order to deprive Western Europe of increased quantities of 
Polish coal. The USSR would have similarly benefited by Rumania's 
participation in the plan. Increased production of Rumanian oil and food 
resulting from the import of western machinery, agricultural equipment, 
seeds, etc., is essential if Rumania is to recover economic stability; and 
the USSR probably would have demanded the greater share of any such 
increases in the form of reparations. 
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One of the major problems facing the conferees at Paris -will be 
the extent to which the countries of Western Europe can count upon the 
continued fulfillment by the Satellites of existing trade agreements. 
Czechoslovakia's trade with the West is far greater than with the USSR 
and its Satellites. Approximately 7,000,000 tons of Polish coal is com- 
mitted to participating nations during the next year. Yugoslavia, Hungary, 
and Bulgaria also have fairly extensive trade relations with many of the 
western nations. A logical extension of the USSR's decision— now that 
the lines are so definitely draw— might well be gradually to sever all 
economic ties between Eastern and Western Europe. Such a move would 
be a tremendous short-range detriment to the economy of Eastern Europe, 
and at the same time it would be a serious threat to the success of the 
Marshall proposals. Moreover, it would free the US to make a substan- 
tially larger contribution in return for economic stability in only half of 
Europe. 
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28. Daily Summary Excerpt, 18 July 1947, USSR: Soviet Reaction to Marshall Proposals 



3. USSR: Soviet reaction to Marshall proposals --VS Ambassador Steinhardt 
in Prague has been informed by a reliable source that the Czechoslovak 
delegation to Moscow was severely reprimanded by Stalin personally. 
Communist Prime Minister Gottwald reported that he had never seen the 
Soviet leader so angry. Stalin categorically told the delegation that Czecho- 
slovakia must withdraw "immediately" from the Paris conference and that 
failure to do so would constitute a "hostile act" toward the USSR and a 
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violation of the Czechoslovak -Soviet alliance of 1943. Stalin seemed 
unconcerned over the adverse effect of such a withdrawal on western 
opinion and minimized the Importance of Czechoslovak trade with the 
west. Stalin seemed especially angered by the fact that prompt Czecho- 
slovak acceptance of the invitation to attend the Paris conference may 
have contributed to persuading wavering Swiss and Scandinavians to 
participate. Source believes that the USSR will tighten its control over 
Czechoslovakia and that Gottwaid, in an attempt to recover his prestige 
with the Kremlin, will willingly cooperate in such an undertaking. 

(CIG Comment: This report is accepted as a more accurate account 
of the meeting than that in Daily Summary of 18 July, item 3, in which 
Stalin is represented as speaking with restrained reasonableness. Stalin's 
anger was probably genuine and a reflection of exasperation and discomfi- 
ture in the Kremlin. It is to be expected that the USSR will act to prevent 
any similar show of independence by any Satellite, Czechoslovakia especial- 
ly, and that Gottwaid will outdo himself in order to redeem his blunder.) 

Czechs report Stali n in excellent health —Source also told Ambas- 
sador Sttiinhardt that the Czechoslovak delegation reported Stalin in ex- 
cellent health and apparently more vigorous and self-confident than in 1945. 
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29. Weekly Summary Excerpt, 25 July 1947, Strategy of Soviet Delay in Treaty Ratification 



STRATEGY OF SOVIET DELAY IN TREATY RATIFICATION 

Six months after the signing of the Italian and Satellite peace 
treaties, it appears likely that the USSR will postpone ratification at 
least until September and perhaps indefinitely. By delaying ratifica- 
tion of these treaties (all have been ratified by the US, UK, and France) 
the USSR hopes to facilitate consolidation of its control over Eastern 
Europe and to prolong unrest and uncertainty throughout the continent. 

The Truman Doctrine and the Marshall proposals have forced 
the USSR to reconsider its position in regard to Hungary, Rumania, and 
Bulgaria. In the face of a passive Western policy, the Soviet Union 
might have considered its control in these countries sufficiently strong 
to permit early ratification of the treaties without jeopardizing its ulti- 
mate domination. The effect of US aid to Greece and Turkey, however, 
coupled with the Satellites' desire to share in the US program for Europe, 
has intensified Soviet determination to maintain its extraordinary powers 
of control over these countries, now exercised through domination of the 
Allied Control Commissions and the presence of occupation forces. 

Although the Dimitrov regime in Bulgaria is sufficiently well- 
entrenched to stand on its own after the withdrawal of Soviet troops, 
the USSR has compelling reasons for not ratifying the Bulgarian treaty. 
Direct supervision of the stepped -up campaign in support of the Greek 
guerrillas would be more difficult after the withdrawal of Soviet troops 
which both aid in the war of nerves against Greece and Turkey and 
contribute logistic support to the guerrilla bands. The recent arrest 
of Petkov and the terrorist campaign against other Agrarian Party 
leaders indicate the advantages to the USSR of consolidating its control 
prior to ratification. Had these actions been taken after ratification, 
the Soviet Union and the Bulgarian Government would have had to answer 
to the UN for violations of the peace treaty provisions, m order to avoid 
foreign intervention, therefore, the USSR will probably delay ratification 
until all vestiges of opposition in Bulgaria are eliminated. 

Conditions in Rumania also favor postponement of treaty ratifi- 
cation by the USSR. Despite nearly complete control over the Rumani- 
an economy, the Soviet position in Rumania would be insecure after 
ratification so long as King Michael and Maniu, leader of the opposition 
National Peasant Party, remain as symbols Of popular opposition to 
the Communist Government. The treaty will probably not be ratified, 
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therefore, until Maniu and the National Peasant Parly are eliminated 
from Rumanian politics, and until some means has been found to dis- 
pose of King Michael. The absence of any popular demonstration 
against the recent arrest of Maniu and many of his supporters may 
encourage the Communists to hasten their decision on Michael. 

In Hungary, the USSR was confronted with a government dis- 
tinctly pro-Western. The "coup" which resulted in Premier Nagy's 
resignation in June was the first step in a series of necessary prepa- 
rations for ratification of the peace treaty. New "rigged" elections 
are expected by September. Even the holding of these elections does 
not, however, presage early ratification because post-election house 
cleaning will still be necessary in Hungary as it has been in Bulgaria 
and Rumania. 

m addition to these political considerations, the USSR needs 
more time to consolidate its economic and military control over the 
Satellites. Partially in response to the European recovery program, 
the need has become more pressing to strengthen economic ties 
among the. Satellites and the USSR. Imposition by the Soviet Union 
of the economic controls necessary to achieve this goal in the ex- 
enemy states is far more practicable under existing conditions than 
it would be after ratification. Through the Allied Control Commissions 
and with the help of occupation troops, the USSR maintains an effective 
stranglehold on the internal economy of these countries and, by con- 
trolling their foreign trade, can block Western economic penetration. 
Meanwhile, the USSR is using its dominant position in the area to im- 
plement a network of military alliances through which Satellite armed 
forces will become no more than auxiliaries of the Soviet Army. 

Although ratification of the Italian peace treaty would benefit 
the USSR by forcing the withdrawal of US -UK troops, thus giving 
Italian Communists a freer hand, other considerations militate against 
early ratification. By depriving Italy of independent status, the USSR 
prolongs the existing unrest and uncertainty in Italy and retards politi- 
cal and economic stability. (Italian Communists capitalize upon the 
unpopularity of the Italian treaty by pointing to the "quick" ratification 
by the US and UK as contrasted with Soviet "reluctance" to ratify}) 
Moreover, the USSR will continue to delay because it is not yet ready 
to implement the peace treaty provisions fpr the Free Territory of 
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Trieste. There is little likelihood that a pro-Soviet governor will 
be appointed for Trieste. The USSR therefore prefers to retain the 
status quo in order to maintain conditions favorable to infiltration 
and eventual control by the Yugoslav Communists. 
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30. Daily Summary Excerpt, 2 August 1947, Germany: Creation of a German Government 
in the Soviet Zone 
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EUROPE 

4. GERMANY: Creation of a German Government for the Soviet Zone — 
CIG sources report that the Soviet Military Authority (SMA) has re- 
newed discussions with German political leaders concerning the 
creation of a government for the Soviet Zone, including the Soviet 
sector of Berlin, (see Daily Summary of 1 July, item 2). The USSR 
reportedly desires that the formation of such a government be com- 
pleted by 14 August. 

(CIG Comment: The USSR has denounced the union of the US 
and British Zones in Germany as political rather than economic. 
Having already matched the US -UK bizonal economic administration 
with a central economic administration for the Soviet Zone, the SMA 
would regard the creation of a zonal Government as a logical devel- 
opment. Manifestly such a Government could readily be converted 
into a Soviet satellite state in Germany, its nominal independence 
exerting considerable attraction upon Germans in the Western Zones. 
That further step, however, would compromise the USSR's present 
effective pose as the champion of German unity in opposition to 
separation and partition. It is not likely to be taken unless and until 
the CFM meeting in November proves unification on Soviet terms 
to be impossible and partition an accomplished fact perversely 
attributable to Western "imperialism") 
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31. Weekly Summary Excerpt, 15 August 1947, The Military and Political Chain of 
Command in Communist Greece 
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32. Weekly Summary Excerpt, 29 August 1947, Soviet Intentions in Austria 



SOVIET INTENTIONS IN AUSTRIA > 

The US economic program in Austria is unlikely to bring 
about any major changes in Soviet policy. The USSR will continue 
to promote political and economic unrest both as a means of im- 
mediately increasing its influence and of ultimately forcing Austria 
into the Soviet orbit. Meanwhile, the USSR, in attempting to counter- 
act the benefits to Austria of Western assistance, may be expected 
tot (I) continue to delay the Austrian treaty and thus weaken the 
national economy by prolonging the four -power occupation; (2) 
tighten control over the industries and resources of eastern Austria, 
linking them with the economy of the Soviet Satellites; and (3) place 
greater restrictions on both inter -zonal trade and trade between 
Austria and the Soviet Satellites. The USSR apparently acts on the 
assumption that the Austrian Government will eventually be willing 
to acquiesce to these Soviet demands, if only to rid the country of 
the occupation troops. '.v . .'.'C 

w addition to this economic and political pressure, the USSR 
will attempt to draw Austria into an eastward orientation by improv- 
ing the position of the small Austrian Communist Party. With Soviet 
backing the Austrian Communists will probably be able to break the\ 
Socialist hold on organized labor in plants controlled by the USSR. 
Furthermore, there may be an increase in Communist -directed 
strikes, sabotage, and unrest throughout Austria. 

Should the Kremlin decide that these measures are inadequate, 
the USSR amy further tighten its controls over eastern Austria and 
thereby force a partition of the country. From the Soviet point of 
view, such a move might appear advantageous, particularly because 
the Austrian peace treaty might be less advantageous to the USSR 
and because the Austrian Communists appear incapable of gaining 
control of the Government without vigorous Soviet help. 

The USSR probably does not, however, desire partition at the 
present time. The Soviet Union now enjoys most of the economic 
advantages and at least some of the political advantages which could 
be achieved by partition. The USSR already has possession of a 
large number of industrial assets, including Austria's valuable oil 
resources, and cannot be deprived of these properties except by its 
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own agreement. Furthermore, from the Soviet point of view there 
are several objections to complete partition: (1) eastern Austria 
is dependent in part on Western Europe for coal and machinery 
and on the US for relief; (2) partition would probably damage Soviet 
chances of absorbing all of Austria because it would forfeit western 
Austria to the US, UK, and France; and (3) partition would unneces- 
sarily provoke the US as further indication of Soviet expansionism. 

For the present, therefore, the USSR will probably continue 
the present policy of exploiting its zone of occupation to the detri- 
ment of the Austrian economy. Meanwhile, Communist propaganda 
against the US aid program will doubtless continue to emphasize 
the following themes: (1) Austria's sovereignty is violated by the 
control provisions of the program; (2) in extending aid, the US 
wishes to exploit Austria s economic weakness by subjecting the 
country to capitalist control; (3) Austria's dependence on the West 
for aid is preventing Austria from enjoying the benefits of normal 
trade with the "democracies" of Eastern Europe; and (4) the aid 
program is Ineffective in rehabilitating Austria's economy. 

H the USSR decides to admit US aid into eastern Austria 
under the US -Austrian Relief Agreement, Soviet propaganda will 
then claim that Austrian independence has been protected by the 
concessions which the USSR has wrung from the US. Meanwhile; 
failure by the US to meet the relatively small relief requirements 
of eastern Austria on an interim basis would almost certainly pro- 
vide the USSR with a convenient excuse to divide Austria economi- 
cally by banning the shipment of foodstuffs from the Soviet eastern 
zone to western Austria. 
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33. Daily Summary Excerpt, 5 September 1947, Greece: Rumor of All-Out Attack From 
North Discounted 




EUROPE 

2. GREECE: Rum or of all-out attack from north disco unted— Q_ 

_3 p d "preparations for a bulky and blitz attack" 
aloag the entire Greek northern frontier prior to IS September. 
Source reports that the attack will be launched by guerrillas, assisted 
by the armies of northern neighbors, and that Soviet troops will par- 
ticipate only in the event of foreign interference in defending Greece. 
Source also believes that eastern Turkey is to be attacked. The MA 
comments that an attack on Greece is unlikely at this time, and that 
the report may be a "plant" in the current war of nerves. 

(GIG Comment: No tangible evidence which substantiates this 
rumor has been received to date. While an increase in guerrilla 
activity this fall is highly probable (see Daily Summary of 2 September, 
item 6), CIG considers direct participation by the Albanian, Yugoslav, 
and Bulgarian armies unlikely. Such action would obviously have far- 
reaching international repercussions and might even involve the USSR 
in a world war for which it is unprepared. The likelihood of direct 
participation by Soviet troops in Greece or Turkey at this time is 
so remote that it need not seriously be considered,} 
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34. Weekly Summary Excerpt, 5 September 1947, Soviet Efforts to Strengthen Position in 
Germany 
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SOVIET EFFORTS TO STRENGTHEN POSITION IN GERMANY 

In the weeks remaining before the Council of Foreign Minis- 
ters (CFM) meets in November, the USSR will endeavor to strengthen 
its position in Germany in order to gain a strong bargaining position, 
vis-a-vis the Western Powers. Such maneuvers will also enable the 
USSR to take advantage of the almost certain failure of the conference. 
The USSR has undertaken a ruthless exploitation of the Soviet Zone 
for essential goods, capital equipment, and dollar exchange credits. 
The allocation for Soviet use or sale on foreign markets of 90% of 
current industrial production, renewed reparations dismantlings, 
and a higher export quota of lignite coal{for which the Zone receives 
$1.25 per ton in marks and which is resold on the foreign market 
for $15.00 per ton in dollars) are some of the current means to this 
end. 

In the political field, the USSR has expanded the influence of 
the Communist front organisations (Antifa) and further restricted 
non -Communist parties of the Zone. It has also organized through 
the Socialist Unity Party (SED) an information service (ID) closely 
connected with the Soviet secret police and very similar to the old 
Nazi Sicherheitsdienst. Thus the Soviet -controlled SED will have 
command of the Soviet Zone, regardless of CFM decisions. 

m addition to these efforts in the Soviet Zone, the USSR is 
penetrating westers Germany. The main line of attack is to extend 
the SED political structure to the west, while. simultaneously, efforts 
are made to establish Communist front organizations, such as the 
Freie Deutsche Jugend (FDJ^and to penetrate Western Zone labor 
unions. Soviet efforts to gain control of established unions may be 
aided by the desire of Catholics in the Rhineland to withdraw from 
these unions and set up separate Catholic unions. Finally, in order 
to facilitate terrorism in the Western Zones, a branch of the ID has 
been organised, and western Germans who oppose Communism will 
be subjected to underground intimidation. 

If Soviet efforts at the CFM fail to achieve a united Germany 
on Soviet terms, the USSR will attempt to blame the Western Powers 
for failure of the conference. At the same time, the Kremlin may 
announce the recognition of a "German Republic" east of the Elbe 
and attempt to secure the removal of the western allies from Berlin. 
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35. Weekly Summary Excerpt, 12 September 1947, Italian Communist Intentions 



ITALIAN COMMUNIST INTENTIONS- 

The imminent withdrawal of Allied troops from Italy has 
increased the possibility of direct Communist action to seize 
power and has rendered more effective other Communist methods 
for taking control of the country. Although Communist Leader 
Togliatti this week tfia§, to effect, issued a call to arms against 
the De Gasperi Government, other Communist tactics appear 
more likely under present conditions. . 

In carrying out their offensive, the Italian Communists 
have open to them two main courses of action: (1) sadden over- 
throw of the De Gasperi Government by Communist-sponsored 
armed force, following withdrawal of Allied troops; and (2) Com- 
munist-inspired general strikes to paralyze the important north 
Italian industrial area, and thus seriously^ interfere with future ^ 
implementation of the program, for European recovery. 

By the employment of tactics similar to those used in 
Greece, the first course is within the realm of possibility. Al- 
though the Italian Army and Carabinieri have some 200,000 troops 
to oppose approximately 50,000 Communist guerrillas, the addi- 
tion of partially -armed and trained Italian and Yugoslav Commu- 
nists and fellow-travellers could appreciably increase the strength 
of the revolutionists. Furthermore, redeployment of Italian 
armed forces to protect the Yugoslav frontier following the with- 
drawal of Allied forces would remove certain troop unite from 
important Communist -dominated centers in north Italy. 

Recent developments within the Communist Party in Italy 
may increase the likelihood of direct military action. There has 
long been a division within the Italian Communist Party between 
the Togliatti faction, which has favored peaceful political infiltra- 
tion, and the pro-revolutionary group headed by Luigi Longo 
(member of the International Brigade during the Spanish civil, war 
and Partisan leader in Italy during World War H). The recent 
departure of eight members of the "direct action" group for 
Moscow may indicate closer coordination between this element 
and the USSR and consequent intensification of Communist para- 
military activity. Togliatti's last speech may mean that he will 
go along with the revolutionary faction. 
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Two factors, however, militate against Communist revolu- 
tion in Italy. The USSR is unwilling to support directly such a 
step because it might involve war with the US. An even more 
potent reason against it is that the failure of the European recov- 
ery program, or even failure of the US to provide Italy with emer- 
gency wheat and dollars during this critical interim period, might 
deliver Italy into the hands of the Communists by popular vote at 
the nest national elections. It would therefore seem more logical 
for the Italian Communists to await the outcome of fee elections, 
scheduled for April 1948, before using revolutionary tactics. 

The continuation of threats and intimidation is, of course, 
a permanent policy, and any Communist statements regarding the 
necessity for violence can be_eonsldered to be made partly for ^ 
propaganda purposes. It will be rememberejSthat Togliatti made 
a speech threatening "direct action" prior to the Sicilian elec- 
tions in April, and it is certain that the leftist majority is that 
former stronghold of conservatism was created in part by the 
Sicilians' terror of Communist reprisals. * J 

Of the two courses of action, the second seems most likely ; %X 
and there is evidence that it has already been embarked upon. VH'J ,c • 

Paralysis of the north Italian industrial section, which is perhaps ^ 
second only to the Ruhr in its importance to the European economy, 
through "spontaneous" general strikes could defeat the operation 
of the European recovery program and eventually throw not only 
Italy into the Soviet orbit, but possibly France as well. The strike 
of 600,000 agricultural workers in the Po Valley, which began on 
9 September, indicates that the Communists are now making every 
effort to bring production to a standstill. 

Communist-sponsored strikes are causing a further dete- 
rioration of the critical economic situation, which has already com- 
pelled the Premier to appeal for emergency wheat from the US in 
order to restore Italy's essential pasta ration. The De Gasperi 
Government must cope in some way with the desperate economic 
crisis before the 23 September meeting of the Constituent Assembly, 
when a vote of no confidence proposed by Left Wing Socialist Nenni 1 - ^ 
will be discussed. ' K ' 1 
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Whichever course the Communists follow, their chances 
of success are excellent unless the De Gasperi Government can 
ameliorate the economic crisis by procuring sufficient wheat or j ~ 
through successful operation of the European Economic Recov- 
ery program. 
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36. Daily Summary Excerpt, 20 September 1947, France: Communists Plan Mass Action 
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3. FRANCE: Communists plan mass action — US Embassy Paris has 
received "reliable reports that Moscow has instructed the French 
Communist Party to prepare for large-scale strikes and other mass 
demonstrations. Moreover, according to a trustworthy source, 
Thorez has warned the Political Bureau that the Party must be 
ready for action "especially in the event that the Soviet Union is 
obliged to depart from the UN," 

(CIA Comment: Such acceleration of mass action, presumably 
designed to embarrass the present French Government and force the 
re-entry of the Communists in the Cabinet, would parallel the recent 
wave of strikes in Italy and the country-wide protest against the non- 
Communist Government scheduled for 20 September.) 
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37. Review of the World Situation Excerpt, 26 September 1947, Summary 



SECRET 



REVIEW OF THE WORLD SITUATION AS IT RELATES TO 
THE SECURITY OF THE UNITED STATES 

26 September 1947 



SUMMARY 

1. Among foreign powers, only the U.S.S.R. is capable of threatening the security 
of the United States. 

2. The U.S.S.R. is presently incapable of military aggression outside of Europe and 
Asia, but is capable of overrunning most of continental Europe, the Near East, northern 
China, and Korea. 

3. The U.S.S.R. is unlikely to resort to open military aggression in present cir- 
cumstances. Its policy is to avoid war, to build up its war potential, and to extend 
its influence and control by political, economic, and psychological methods. In this 
it is deliberately conducting political, economic, and psychological warfare against the 
United States. 

4. The greatest danger to the security of the United States is the possibility of 
economic collapse in Western Europe and the consequent accession to power of Com- 
munist elements. 

5. Stabilization and recovery in Europe and Asia would tend to redress the balance 
of power and thereby to restrain the U.S.S.R. 

6. Prom the point of view of containing the U.S.S.R. and eventually redressing the 
balance of power the order of priority among the major regions of Europe and Asia is: 

a. Western Europe. 

b. The Near and Middle East (but within the region the situation in Greece is 
of great importance and the utmost urgency, while the situation with respect to 
Palestine is extremely dangerous). 

c. The Par East (but within the region Japan is important as the only area 
capable of relatively early development as a power center counterbalancing the 
Soviet Far East). 
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38. Daily Summary Excerpt, 3 October 1947, Iran: Soviet Troop Concentrations Reported 
on Border 



2. IRAN: Soviet troop concentrations reported on border - 



me uSSH recently movea several infantry regiments," 200 
medium tanks, and more than 10 artillery battalions to points 
near the Iranian frontier vest of the Caspian, 

orders have been issued to Iranian commanders to open fire, 
if Soviet troops enter Iranian territory. 

US Ambassador Allen reports Prime Minister Qavam's 
opinion that the USSR will not attack Iran so long as the oil 
proposal is not definitely rejected but -will immediately send 
irregular bands into Iran to create disturbances, and will send 
troops as soon as the disturbances are sufficiently serious to 
provide a pretext for intervention. 

(CIA Comment: CIA believes that: (a) the USSR is not 
Planning an invasion of Iran at this time; (b) Soviet troop con- 
centrations are designed to intimidate Iran, as a whole, and to 
give encouragement to pro -Soviet elements of the population; 
and (c) the USSR will inspire disorders in Iran when the Soviet 
oil proposal is rejected.) 




NEAR EAST -AFRICA 
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39. Weekly Summary Excerpt, 3 October 1947, Eastern Europe 



EASTERN EUROPE 

Soviet offi cials in Berlin and their adherents in the 
Socialist Unity Party (SED) apparently are planning to merge the 
Soviet sector of Berlin with the Soviet Zone following the Council 
of Foreign Ministers' session in London. This decision seems to 
be predicated upon the Soviet conviction that the Council will fail 
to reach agreement on Germany. The Soviet Zone headquarters 
probably will be transferred to a city less accessible to the West- 
ern Powers. Although the USSR does not intend, initially, to risk 
compelling the other powers to evacuate Berlin, quadripartite 
government will become even less of a reality than it is now. In 
addition, the USSR plans to strengthen the central government of 
the Soviet Zone at the expense of the governments of the component 
states and will maintain the eastern boundary of Germany at the 
Oder-Neisse line. 
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SECRET 



IMPLICATIONS OF THE NEW COMMUNIST INFORMATION BUREAU 



The significance of the establishment of the Communist In- 
formation Bureau, representing the Communist parties of nine Euro- 
pean countries, may be evaluated in terms of the answers to the 
following questions: 

a. What are its immediate and long-range objectives? 

b. Why was its establishment accompanied by such 
extensive publicity? 

c. What will be its immediate effect on Western Europe? 

d. V/hat light does it throw on Soviet tactics? 

e. What is the background of its members? 

The Bureau was probably established at this time with the 
immediate objectives of: 

a. strengthening Communist control and improving the 
integration of Communist policy in the Satellite areas; 

b. coordinating more effectively the operations of the 
Communist parties in the Satellite countries with those of 
the Communist parties of Western Europe, in order to pre- 
vent European economic recovery under US leadership. The 
Communist parties in the Satellite countries have made tacti- 
cal mistakes and errors in timing which the USSR must re- 
gard as militating against the effectiveness of its opposition 
to the US -sponsored program for European economic rehabili- 
tation. These errors in timing and tactics include the execution 
of Pefkov while the Italian Communist leader, Togliatti, was 
defending before the Italians the rights of man, and the failure 
of the Czechoslovak Communists to prevent the initial Czecho- 
slovak acceptance of the invitation to participate in the Euro- 
pean economic recovery program; 



13 October 1947 



- 1 - 



sec: 




T 



141 



40. (Continued) 



c. serving notice on the Communist parties in France 
and Italy, as well as those in other Western European 
countries, that they are not their own masters and that they 
' must adhere to the policies and plans of the Kremlin. 

The Bureau's long-range objectives are: 

a. to expand the organization to cover the European 
continent and eventually to set up similar organizations 
in other areas; 

fe. by expelling the non-cooperating Socialists and 
misguided fellow-travellers from the "Democratic" ranks, 
to prepare a hard nucleus of ideologically sound Communists, 
capable of direct action and of reversion to underground 
methods if such procedure becomes necessary. 

The formation of the information Bureau and the accompany- 
ing manifesto of intentions were widely publicized in order to im- 
press the fence -sitters, the waver ers, and the opportunists of West- 
era Europe with the solidarity and vitality of the Communist organiza- 
tion, as opposed to the disunity and inherent weaknesses of the US- 
suppprted capitalist-socialist world. It was also designed as a decla- 
ration of war against the US -sponsored European recovery program 
and may have been launched with the hope that it would induce paci- 
fists in the US and the UK to revive their activities. This publicity 
is entirely consistent with the Soviet practice of supporting any 
important project, once undertaken, with the maximum strength 
and volume of propaganda. 

The immediate effect upon Western Europe, however, will 
be to reduce the voting strength of the Communist parties, particu- 
larly in the approaching elections in France and Italy. The Nationa- 
list pose of these parties has now been dropped, and the leaders 
stand forth clearly as the obedient servants of the Kremlin. If it 
were not for the threat of an economic crisis, it could be safely pre- 
dicted that the position of the moderate non -Communist parties in 
the governments of Western Europe would be substantially strength- 
ened by the formation of the Bureau. 
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The establishment of the Information Bureau, therefore, 
throws considerable light ok Soviet tactics. It suggests strongly 
that the USSR recognizes that it has reached a point of diminishing 
returns in the attempts of the Communist parties of Western Europe 
to rise to power through 'parliamentary means and that, consequently, 
it -Mends to revert to subversive activities, such as strikes and 
sabotage, in an effort to underrate© the stability of Western Euro- 
pean governments. This move likewise tends to substantiate the 
contention that the USSR considers international subversive and 
revolutionary action, rather than military aggression, as the pri- 
mary instrument for obtaining its worldwide objectives. Further- 
more, the fact that the USSR has taken this step,, so obviously 
injurious to the electoral prospects of the Communist parties, prior 
to important elections in France and Italy, gives further confirma- 
tion to the belief that' the USSR is convinced of a pending economic 
collapse, first in Europe and subsequently in the US, which will 
provide the Communist parties with an opportunity to achieve their 
objectives through subversive and revolutionary action, ' 

The delegates who met in Warsaw to form the Bureau of 
Information were hardbitten Communists of long-standing. The 
leading figure unquestionably was JShdanov, member of the Soviet 
Politburo, former key figure in the Comintern and probably second 
in importance only to Stalin in directing the strategy of world Com- 
munism. Ex -Comintern officials were well represented, among 
them Djilas, Pauker, and Ducios. m addition, at least two delegates 
took active asd important parts in the International Brigade during 
the Spanish Civil War. The leadership of the new Information 
Bureau, therefore, has the required stature to carry forward, under 
the direction of the Kremlin, the Communist program of world revo- 
lution. It was probably to create the illusion of freedom from Krem- 
lin control that headquarters were set up outside the Soviet Union. 
Under the circumstances, Yugoslavia was a logical choice because 
of the success and stability of the Communist regime in that country, 
the character and experience of its ruling clique, and its proximity 
to high priority Communist targets such as Greece and Italy. 

The formation of the Information Bureau is the first open 
avowal of the creation of blocs to supplement, and eventually to 
assume, the functions of the Comintern as the Kremlin's instrument 
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for attaining world domination. In taking this step, the Kremlin 
appears to have abandoned any program of parliamentary coopera- 
tion with non-Communist parties and has reverted to the original 
program of expansion by control and support of international revo- 
lutionary Communism. It has taken this step likewise in full knowl- 
edge that it will alienate those Western fellow -travellers and demo- 
cratic elements which have thus far clung to hopes of political 
cooperation wife national Communist parties and of a compromise 
between the East and West. 
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41. Weekly Summary Excerpt, 24 October 1947, Prospects for French Success in 
Indochinese Campaign 




PROSPECTS FOR FRENCH SUCCESS IN INDOCHINESE CAMPAIGN 

Even though the current French offensive in northern Indo- 
china appears to have achieved certain limited objectives, the cam- 
paign will probably not be successful in forcing the Vietnam Republic 
to negotiate for peace on French terms. Moreover, a consequent 
decline in French prestige may weaken the control over native peoples 
in other parts of the French Empire. 

Although French military authorities are holding all publicity 
on Indochina to a minimum and are claiming that the campaign is no 
more than a minor operation (probably in order to avoid the possibility 
of UN intervention), larger French forces are engaged in these actions 
than have been committed ever before against the Vietnam Republic. 
The purposes of the French drive are: (1) to cut overland arms- 
import routes between Vietnam and China by establishing French 
control along the northern Indochinese border; (2) to weaken the re- 
sistance of the Vietnam Republic by killing or capturing its leaders, 
by Increasing combat attrition of its ammunition and equipment re- 
sources, and by disrupting its communication and propaganda facili- 
ties; and (3) to compel the Vietnam Republic, as a result, to negotiate 
for peace on French terms. 

Prospects for significant French success in the fall offensive 
are meager largely because the guerrilla tactics adopted by Vietnam 
forces will conserve their ammunition and materiel while drawing 
French forces into mountainous and difficult terrain. The disruption 
of Vietnam communication facilities will probably not seriously 
hamper Vietnam administration and forces because they have demon- 
strated during the past year their ability to operate on a decentralized 
basis and to coordinate effectively the military activities of northern 
and southern Vietnam groups. The French expectation that the Viet- 
nam Government would be willing to negotiate oa French terms ignores 
the intensity of the hatred and contempt felt for the French by most 
of the population of northern Indochina. These feelings are not 
associated solely with the Vietnam Republic but would continue even 
if the Vietnam Republic should suffer grave defeat. None of the politi- 
cal figures advanced by the French or by native groups in French-held 
areas as alternatives to President Ho and the Vietnam Republic can 
command enough popular support to weaken the Vietnam Republic by 
inspiring important defections from it. 
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French military authorities have committed their forces to 
the fall of fensive, despite these factors opposing their success, 
probably because: (J) they underestimate Yietnam determination : 
to resist; and (2) no French political party can support a move to 
conciliate the Yietnam because seen a precedent might lead in a - 
direction dangerous to the French Empire. 

E the French fail to weaken the Vietnam Republic by their 
faE operations, the coming of the spring rainy season will place the 
French in the awkward position of maintaining extended lines o£ 
supply while defending themselves against the mobile operations -of 
the Yietnam guerrilla,£ore@s. K .the French forces are forced to ■ • 
withdraw in the face of such circumstances, they will have expended 
much military equipment and .manpower for small returns. The • 
consequent decline of French prestige will easily lead to wide de- 
fections among the native elements in French-held areas who have' 
previously been cooperative. 
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42. Daily Summary Excerpt, 29 October 1947, Reported Soviet-Inspired Military 
Operations in Greece 



3. Reported Soviet-inspired military operations in Greece— US Charge 
in Sofia reports that, according to a reliable informant, the 
Soviet "master plan" at present anticipates the initiation of military 
operations against Greece by its northern neighbors on or about 
15 December. According to source, < 

Dimitrov 

had written from Czechoslovakia describing Soviet intentions. She 
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stated that the Soviet internal situation is so "restive" that the 
Soviet people must be distracted by a military offensive. 

(CIA. Comment: Although there have been numerous uncon- 
firmed reports of increased movements of troops and arms in Yugo- 
slavia and Bulgaria, such reports probably suggest intensified 
covert military aid rather than overt operations by the Satellites. 
CIA discounts the above report for the following reasons: (a) it 
is improbable that Dimitrov would write concerning plans of this 
nature in a letter or that any precise information would be trans- 
mitted to the secretary's wife; (b) the reason given by source for 
such Soviet .action is untenable; (c) the USSR is committed by the 
peace treaty to withdraw its troops from Bulgaria by 15 December 
and will probably not sanction overt military operations at a time 
when world attention will be focused on Soviet compliance with this 
treaty provision; and (d) it is still believed that the USSR is not 
ready to risk precipitating a war with the West,) ? 
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43. Weekly Summary Excerpt, 7 November 1947, Soviet Preparations to Gain Control in 
Greece 



SOVIET PREPARATIONS TO GAIN CONTROL IN GREECE 

Reports of recent military activity to Yugoslavia and Bulgaria 
indicate that the USSR, temporarily blocked in Western Europe, may 
have begun a more intensive campaign to gain control of Greece, Be- 
sides making preparations for increased Yugoslav and Bulgarian 
assistance to the guerrillas in Greece, the USSR appears to be build- 
ing those two countries as the dominant military powers in South- 
eastern Europe. Full development of the Soviet plans is not expected, 
however, until after the London meeting of the CFM. 

Increased Soviet military aid to Yugoslavia and Bulgaria is 
indicated by reports that: (1) Soviet arms and munitions are being 
sent to Yugoslavia and Bulgaria, both overland from Austria and by 
water through Black Sea ports; (2) the USSR has transferred several 
naval vessels to the Bulgarian Navy; and (3) extensive stockpiles of 
war supplies are being built up along the Greek and Turkish borders. 

to addition to preparations for greater aid to the Satellites, 
Communist plans to increase direct military assistance to the Greek 
guerrillas are revealed by recently available reports of secret mili- 
tary clauses agreed upon at the Bled conference last August. Accord- 
ing to these reports, a General Staff of the Central Balkan Council 
has been established under the chairmanship of Admiral Rodionov, 
former Soviet Ambassador to Greece. His staff will reportedly in- 
clude Yugoslav, Bulgarian, Albanian, Rumanian, Hungarian, Czecho- 
slovak and Greek-guerrilla officers who will assist in the operation 
of an International Brigade, or a "Balkan Army," consisting 
primarily of Greek, Yugoslav, Albanian, and Bulgarian personnel. . 
Moreover, recent indications point to the imminent formation of a 
civil government in northern Greece. Such a development would per- 
mit more overt utilization of the military forces being organized in 
Yugoslavia and Bulgaria. 

Despite these intensive military preparations and the failure 
of the USSR to begin withdrawal of its troops from Bulgaria (scheduled 
under the peace treaty to be completed by 15 December), the USSR 
probably does not intend at present to participate in overt military 
operations in Greece. Instead, the USSR is preparing to meet any 
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developments arising from the London meeting of the CFM. Mean- 
while, these activities not only increase the Satellite potential for 
clandestine military aid to the Greek guerrillas, but also constitute 
an effective weapon in the war of nerves against the Greek Govern- 
ment. Finally, these actions serve to strengthen Yugoslavia and I 
Bulgaria as effective defensive buffers against any ' imperialist" 
aggression from the south. 
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44. Daily Summary Excerpt, 19 November 1947, Germany: Soviet State in Eastern Zone 
Reported Fully Prepared 



4, GERMANY: Soviet state in eastern Zone reported fully prepared — 
US Consul General in Bremen has been reliably informed" 

that the Social Democratic Party of the western Zones of Germany 
has "incontestable evidence" that a Soviet state in the eastern Zone 
of Germany is already "fully prepared." 

(CIA Comment: Although the Soviet Union may have drawn 
up such plans, CIA doubts that it intends to put them into effect at 
this time. CIA believes that the Soviet Union will hold them in 
abeyance for possible subsequent application as "retaliatory 
measures.") 




-3 - 



"UnJ'i 



151 



45. Weekly Summary Excerpt, 21 November 1947, The London CFM Conference 



- THE LONDON CFM CONFERENCE 

Since the adjournment of the Moscow Conference of Foreign 
Ministers on 24 April 1947, subsequent international meetings have 
given no evidence of any change of position by the USSR on the issues 
concerning Germany and Austria which will be discussed at the 
forthcoming London Conference of the CFM. Neither the protracted 
meetings of the Austrian Treaty Commission in Vienna nor the 
present largely fruitless efforts of the deputies at London to reach 
agreement even on minor matters have indicated the slightest ad- 
justment of Soviet aims and objectives. Meanwhile, the US, the UK, 
and France have reached closer agreement on Germany and Austria. 

The US and British positions on the German and Austrian 
problems are practically parallel. France has been drawn into 
closer accord since the Moscow Conference by participation in the 
European recovery program and by the elimination of the Commu- 
nists from the French Government. Even though deep-rooted con- 
cern over security makes the French position on Germany different 
from that of the US and the UK, and although the French are not 
completely reconciled to the Anglo-American program for raising 
the level of German industry, France will-undoubtedly modify its 
position in the interest of Western unity if the USSR remains in- 
flexible at the London Conference . If there is such an outcome, 
the French can be expected to merge their zone with the US-UK 
Zones and to accept a higher level of industry for Germany in re- 
turn for adequate security guarantees (such as an international 
control program for the Ruhr and Rhiaeland) and for assurances of _ 
sufficient coal and coke. 

Fundamental Soviet objectives at the London meeting of the 
CFM will undoubtedly be basically the same as those the USSR 
pursued at the Moscow Conference. At Moscow, it became evident 
that the USSR seeks to communize Germany as an essential step 
in a plan to extend Communist control over all Europe. To carry 
out this objective, the USSR demanded a share in the control of 
the Ruhr, a centralized government of the Weimar type which could 
easily be scuttled, the payment of reparations from current pro- 
duction (which would have forced the US and the UK to bear much 
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of the financial burden), and freedom for trade unions and "demo- 
cratic** parties to organize in all zones. When the USSR was unable 
to obtain these demands, the Kremlin directed its efforts toward 
keeping the Soviet Zone in Germany economically sealed off from 
Western Europe. Such a policy was designed to reduce western 
Germany to a social and economic morass and was supported by 
the conviction that the US would inevitably have a severe depres- 
sion which would force the abandonment of European commitments. 

Since the Moscow Conference, however, major developments 
have occurred which will hinder the USSR in the attainment of its 
objectives. Chief of these developments has been the inception and 
drawing up of the European recovery program. Nearly as signifi- 
cant, however, has been the stiffening in attitude toward the USSR 
of the western participants in the CFM. Because of these develop- 
ments, the USSR now is confronted with the imminent prospect of 
the unification of the three western zones in Germany and a eon- 
sequent improvement in their economy. Moreover, the predicted 
US depression has not materialized. 

In recognition of this change in the situation since the Mos- 
cow Conference, the USSR may make certain offers at London which 
will appear, on the surface, to be new and sweeping concessions. 
Svch concessions might take several forms: (1) some scaling down 
of claims to German reparations; (2) the proposed establishment of 
a central economic administration which will apparently promote 
German economic unity but would also further Soviet political ob- 
jectives; (3) the offered withdrawal of all occupation troops from 
Germany, which would secure the removal of US forces from Europe 
while merely requiring Soviet units to fall back to nearby Poland. 
Because Austria has been placed at the bottom of the proposed 
Soviet agenda, probably no Austrian concessions will be offered 
prior to acceptance of the German concessions. For these reasons, 
it is likely that any concessions offered by the USSR will be made 
more with an eye to their propaganda value than with any serious 
expectation of acceptance. The offers would be carefully drawn so 
as to prepare the way for placing the onus of failure to reach agree- 
ment on the US v and the UK. 
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If these offers are made and are rejected by the Western 
Powers, the USSR will doubtless continue to maintain the present 
division o£ Germany, thereby denying to western Germany the 
possibility of exchanging its manufactures for the raw materials 
of eastern Germany and Eastern Europe. The USSR will thus be 
forced to continue a policy which was originally laid down on the 
hypothesis that the US would be crippled by a depression before 
it could make Western Europe a solvent and productive economic 
area. 
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46. Daily Summary Excerpt, 1 December 1947, Reported Communist Drive to Seize Power 
in France and Italy 




■ 1. . GENERAL : . , ^ , .. 

1. Reported Communist drive to seize power in France and Italy —US 
Ambassador Dunn in Rome has received £ r~7 

3 a document, which the £ "^evaluates 
"authoritative," relating to a recent special Cominform conference 
in Poland. According toL 3, the document indicates that: (a) the 
Soviet Politburo is directing a coordinated all-out Communist cam- 
paign to take over the French and Italian Governments by violence 
rather than constitutional methods; (b) although the initial emphasis 
is apparently on the use of general strikes timed to block the opera- 
tion of the European recovery program, the Communists will not.be 
restricted to this method; (c) the campaign is personally directed 
from Moscow by Zhdanov, secretary-general of the Soviet Commu- 
nist Party, through his "personal representative," Foreign Minister 
Ana Pauker of Rumania; (d) Mrs. Pauker is a member of a new 
special committee in Belgrade—composed of representatives of the 
Soviet, Yugoslav, French, and Italian Communist Parties— which 
operates independently of the Cominform and will regulate and 
synchronize Communist action in France and Italy; and (e) the com- 
mittee has been assured unlimited means — apparently including 
financing, food, and military stores— in order to carry out its cam- 
paign effectively. 

(CIA Comment: CIA suggests, preliminary to the receipt of 
the reported document, that the document is: (a) an Italian Govern- 
ment plant for the purpose of expediting interim aid by impressing 
on the US Congress the urgent need for counter-measures against 
-Soviet plans; (b) a Cominform device to stimulate activity on the part 
of the Italian and French Communists and does not reflect any real 
intention to take the course indicated; or (c) an authentic and accurate 
indication of Soviet plans, which have as their maximum objective Com- 
munist seizure of the French and Italian Governments and as their 
minimum objective the creation of such economic and political chaos 
in France and Italy as will preclude the successful implementation of 
the European recovery program. 

(CIA does not believe that the French or Italian Communists 
are capable of seizing control of their respective Governments without 
material outside support. The supplying of such support, however, 
would involve the risk of a major conflict for which the USSR is presently 
unprepared.) 
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47. Weekly Summary Excerpt, 2 December 1947, Results of Communist Strikes in France 



■iEQP.SE.CREX 



RESULTS OF COMMUNIST STRIKES IN FRANCE ' 

The defeat of the crippling Communist-led strikes in France 
is the result of vigorous and effective action by the Schuman Gov- 
ernment and the growing split in French labor between Communists 
and non -Communists. The Government has gained in prestige through 
its victory over the Communists., Communist prestige and support 
have been correspondingly reduced and the Communists have suffered 
a setback in their aim to wreck the French economy- However, they 
have caused a serJbus loss in production of coal and other industrial 
oroducts which will adversely affect the European recovery program., 

Although the French Communists have been defeated in their 
first effort to employ against the Government the full economic 
power inherent in their control of labor, they can be expected to con- 
tinue to wield economic power for political gains. Their objectives 
remain unchanged: to wreck the French economy, to render US aid 
ineffective, and eventually to assume control in France, The Com- 
munists probably will not launch widespread strikes again in the 
near future, but they will continue to exercise their capability to 
dislocate the French economy by sabotage and violence. Under 
direction from the Kremlin, they may even engage in such direct 
action as to cause their Party to be outlawed in France but, even in 
that event, they will be capable of disruptive clandestine action. 

m any case, "the newly -strengthened Schuman Government 
will face difficult tasks in the months to come. While trying to pre- 
vent further work stoppages, the Government must: (1) seek to over- 
come the serious economic setback resulting from the recent strikes; 
(2) resolve anticipated disagreements between Socialists and Radical 
Socialists in the coalition regarding methods for economic recovery; 
and (3) weather the adverse effects of a hard winter and the unpopular 
measures which it must take to combat inflation, K the Government 
can succeed in all these respects, it may be able both to defeat the 
Communists and to remove the possibility of De Gaulle's return to 
power. H Schuman fails, a Gaullist solution will become probable, 
and Schuman's vigorous action against the Communists will have pre- 
vented them from forcing De Gaulle to power prematurely. 
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48. Daily Summary Excerpt, 4 December 1947, France: Communists Increasing Violent 
Action 



~YiflAlfii.ni in. 



EUROPE 



4. FRANCE: Communists increasing violent action -- Q . 

~> "]" has expressed to US Embassy Paris 
his concern over the Increasing tendency of Communist shock troops 
to attempt sabotage and to provoke the polfce to militant action. C— 

"3 said that such actions might eventually cause the Government 
to outlaw the Communist Party. £ D was puzzled by the 

apparent readiness of the USSR to risk driving underground "one of 
the best -organized Communist parties in Europe" unless this re- 
flected "Soviet willingness to face general war in the near future." 
US Embassy and US Military Attache Paris are skeptical of this con- 
clusion. They consider that£_ ^perhaps exaggerates the 
present importance to the Kremlin ot the French Communist Party. 

(CIA Comment: In its efforts to sabotage the European re- 
covery program, which is the USSR's immediate and primary target, 
the Kremlin will be willing even to risk the sacrifice of the French 
and Italian Communist Parties. If these Parties are defeated and 
driven underground, the USSR will have lost no more than it would 
lose by the success of the European recovery program. CIA believes 
that the unexpectedly rapid progress of the Marshall program has 
upset the timetable of the Kremlin and forced this desperate action 
as the last available countermeasure.) 
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49. Weekly Summary Excerpt, 5 December 1947, A Revival of Soviet Designs on Iranian 
Azerbaijan 



A revival of Soviet designs on Iranian Azerbaijan is in- 
dicated in the USSR's stepped -up propaganda campaign against 
Iran, following the sharp exchange of notes on the oil question 
at the end of November, Soviet agents are increasingly active 
in Azerbaijan; the official Soviet press and radio are again pro- 
moting "independence" for Azerbaijan; and the clandestine radio, 
in its appeals to Kurds and Azerbaijanians, states that the 
struggle for the province will "now ' begin. Moreover, the un- 
confirmed report of a planned Invasion of northern Iran by Soviet - 
organized Iranian minority elements specifies that the drive will 
begin on IS December, 'die first anniversary of the recapture of 
Azerbaijan from the autonomous, pro-Soviet rebels. Meanwhile, 
the Iranian Cabinet has resigned because of disagreement with 
Prime Minister Qavam over domestic policies, and it appears 
that Qavam himself will soon be forced out of office. 
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50. Daily Summary Excerpt, 9 December 1947, Korea: Future Soviet Tactics in Korea 




FAR EAST 



8. KOREA: Future Soviet tactics in Korea — has been 

told by a usually reliable source that at a conference of high ranking 
North Korean and Soviet military and governmental officials, held on 
19 November in Pyongyang, the following tactics were discussed: (a) 
a decrease of electric -power supply to South Korea in order to cause 
unemployment and widespread unrest; (b) the organization of a strong 
fifth column in important South Korean cities; (c) the withdrawal of 
Soviet forces following the establishment of an independent North 
Korean government "according to the desires" of the North Korean 
people, despite UN action; (d) the maintenance of the People's Army 
to a state of readiness to occupy South Korea with the aid of the 
fifth column. • 

(CIA Comment: The North Korean Peoples Council is now 
preparing a "provisional Korean constitution" which would provide 
a legal basis for formal Soviet recognition of the North Korean 
regime. CIA believes that the USSR will initiate a series of moves 
similar to those indicated in this report in an effort to force the with- 
drawal of US forces and to frustrate implementation of the UN re- 
solution on Korea.) 
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51. Daily Summary Excerpt, 13 December 1947, De Gasperi Fears Communist 
Insurrectionary Action 



nmrni 13 deci947 

558.. 

' ■ ■ GENERAL;^-' s ' : . ," ' , .", J.t^i , .\ 

t » De Gasperi fears Communist insurrectionary action — According to 
US Ambassador Caffery in Paris, Premier De Gasperi has informed 
the French Foreign Office through the Italian Ambassador at Paris 
that the situation in Italy is very serious and that De Gasperi fears 
the Italian Communists may resort about 20 December to some form 
of insurrectionary action particularly in North Italy. De Gasperi 
believes that his Government can eventually put down a revolt but 
that, if the Italian Communists receive substantial help from the 
French Communists,. the Italian Government's ability to deal with 
the Italian Communists would be seriously impaired,, De Gasperi 
therefore orooosed that immediate contact be made between French 
and Italian military and civil intelligence with a view to thwarting . 
the Communists in both countries. - \ V .. i. -•' 

Caffery has been reliably informed that the French have 1 
agreed to the proposal and contact has already been established as 

suggested. : 

(CIA Comment: In view of the existing inadequacies in arms 
and equipment of the Italian Army and security troops, CIA believes 
that the Italian Communists at present have the capability of obtain- 
ing temporary control of Northern Italy. If the Italian Communists 
receive material assistance from the French and/or the Yugoslav 
Communists, the Italian Government would probably not be able to 
regain control of North Italy unaided.) 
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52. Weekly Summary Excerpt, 19 December 1947, Prospects for Additional Cominforms 
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PROSPECTS FOR ADDITIONAL COMINFORMS 

Despite persistent rumors of the imminent creation in the 
Far East and in Latin America of companion organizations to the 
Belgrade Cominform, it is extremely doubtful that the Soviet Union 
intends to set up such overt regional organizations at this time. 

The inclusion in the Belgrade organization of only major 
European Communist parties Indicates that the Kremlin regards 
considerable local Communist party strength as a prerequisite to 
membership in a Cominform, A Cominform is neither a loose 
federation of Communist parties nor an organization devoted to 
building local party strength; rather, it is the center lor the direc- 
tion of militant activity in areas where Communist strength is 
already substantial. Although the creation of additional regional 
Communist groupings, particularly in Latin America, is a possi- 
bility, there would be little advantage at present to formation by 
the Soviet Union of additional Cominforms. Furthermore, it is 
difficult to believe that, from the Soviet point of view, the advan- 
tages of Cominforms in Latin America and the Far East would 
sufficiently compensate for the repressive measures which might 
result from the open acknowledgment by local parties of their sub- 
servience to Moscow. 

Establishment of a Far Eastern Cominform (already rumored 
to exist at Harbin) presupposes a radical change in Soviet Far Eastern 
policy. In the past, the Soviet Union has scrupulously avoided iden- 
tifying the Chinese Communist Party with Moscow, and it is highly 
improbable that the Soviet leaders would, at this time, jeopardise 
the Chinese Communist Party by acknowledging its connection with 
the world Communist movement. 

The considerable current liaison between Latin American 
and European (especially French) Communist leaders, is believed 
to represent nothing more than normal co-ordination of Party policy. 
The USSR for the time being at least cannot hope to offset the US 
position of leadership in Latin America, and the role of Communist 
parties in that area must necessarily be negative in the event of an 
early East-West war. It is, therefore, most unlikely that the USSR 
will sponsor a Cominform in the Western Hemisphere. 
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53. Daily Summary Excerpt, 23 December 1947, Czechoslovakia: Communist Drive 
Expected in January 



4. CZECHOSLOVAKIA: Communist drive expected in fanuary — US 

Charge C 3ln Prague reports current indications that beginning in 
January 1948 the Communists will make every effort to achieve their 
objectives in Czechoslovakia by constitutional rather than extralegal 
means. He cites three reasons which militate against extralegal 
Communist action: (a) because of their non -revolutionary character, 
the Czechoslovak people would probably react unfavorably to un- 
constitutional methods; (b) as Czechoslovakia is the only peripheral 
country with a highly developed industry, unorthodox Communist 
election methods would impair. the country's ability to obtain necessary 
raw materials from the West and thereby jeopardize the export of 
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53. (Continued) 




Czechoslovak products vital to the USSR; and (c) President Benes, 
who is extremely popular and highly respected, would strongly re- 
sist extralegal measures. 
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54. Weekly Summary Excerpt, 30 December 1947, Prospects for Communist Action in Italy 



PROSPECTS FOR COMMUNIST ACTION IN ITALY 

The Kalian Communists are expected to instigate in the near 
future a new wave of strikes throughout the country. These strikes 
ostensibly will be aimed to win benefits for the workers similar to 
those recently granted in Rome and Sicily. If the De Gasperi Govern- 
ment demonstrates weakness in dealing with widespread disorders, 
the Kremlin may direct insurrectionary action before the national 
elections in March or April. 

The potentialities for effective Communist employment of 
force to further Soviet objectives in Italy remain undiminished, de- 
spite De Gasperi 's recent success in putting down the general strike 
in Rome. Communist capabilities for overt armed action are par- 
ticularly strong in North Italy, where the Party has a large member- 
ship, controls many city councils and labor organizations, and com- 
mands a partisan following estimated at 50,000 well-armed and 50,000 
partially-armed fighters. The Communists apparently also possess 
adequate truck transportation in that region. Against this force, the 
Italian Army and security troops can place only limited strength, 
inadequate in arms and equipment. Rightist semi-military forces are 
believed to number only 20,000 at the most, and these are very poorly 
equipped for combat. Such Rightist forces would be more likely to 
impede rather than to increase the effectiveness of the Government 
troops. 

If the Italian Communists, with assistance from the Communists 
of France and/or of Yugoslavia, should seize control of North Italy (as 
is within their capabilities), the De Gasperi Government would probably 
require outside aid to regain possession of the area. However, two 
factors at present apparently militate against an imminent Communist 
coup: (1) the Communists have not yet succeeded in creating a truly 

revolutionary situation"; and (2) they do not appear to have given up 
hope of winning the nest elections. Neither the decision nor the order 
for insurrectionary action, however, is likely to originate in Italy itself. 
Such authority obviously rests in the Kremlin which will presumably 
direct such action as it considers necessary to defeat the European 
recovery program. 
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54. (Continued) 



Meanwhile, In order to weaken De Gasperi's support the 
Communists can be expected to exploit the dissatisfaction of the South 
Tyrol People's Party with the Government's draft legislative pro- 
visions for Italy's German-speaking population. Although De Gasperl 
has not yet been directly charged with bad faith in implementing the 
Austro-ltalian agreement of September 1946 (for the local autonomy 
of the South Tyrol), the issue is one which the Government must 
handle carefully lest it increase the Communist following in an area 
where Communist political and military strength already presents a 
substantial threat. Dissident elements among the South Tyrolese 
could impede the Government's efforts to regain control of North Italy, 
in the event of a Communist insurrection. 




165 



55. Weekly Summary Excerpt, 9 January 1948, Growing Soviet Interest in China 



Evidence In the Moscow press of growing Soviet interest 
in China may foreshadow a more active Soviet role in Chinese 
affairs. The USSR, however, is not likely at this A to establish { 
a closer relationship with the Chinese Communists. It has 
given renewed indications that it is not ready to abandon its 
'correct" attitude toward the Nanking Government in favor of 
open aid to the Communists in China's civil war. Increased 
Soviet activity could, however, be directed toward obtaining 
concessions from the Chinese, including Chinese cooperation 
with the USSR on Japanese peace treaty issues, or the extension 
of Soviet influence in China's border regions. 
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56. Daily Summary Excerpt, 14 January 1948, France: Alleged Communist Plan for 
Military Activities 




5. FRANCE: Alleged Communist plan for military activities— 
US Ambassador Caffery in Paris has obtained from French 
Communist sources 2 report that the principal task at the 
recent Italian Party Congress at Milan was to "coordinate 
military activities of French, Italian, Swiss, and Spanish Com- 
munist parties." These sources say that the strategic plan, 
which is to be placed in operation in case the Kremlin decides 
that the international situation demands extreme action, would 
place the southern littoral of France under Communist control 
from the Spanish frontier to Switzerland, and inland centers, 
such as St Etlenne, would become "Soviet bases" connected 
with northern Italy, The informants add that the French and 
Italian Communists admit that they were recently obliged to 
make a "strategic retreat" and intend to reorganize in accord- 
ance with lessons learned in the recent "dress rehearsal" in 
France and Italy. 

(CIA Comment: Although such a plan may have been 
considered, it is extremely unlikely that this plan would be im- 
plemented under present conditions. CIA considers that such 
a program will not be attempted unless: (a) Communist strate- 
gists estimate that the French Government is too weak to re- 
sist; (b) the Communists have gained control of northern Italy, 
from which area the operations in France can be directly 
supported; and (c) it appears reasonably certain to the Com- 
munist strategists that such a move would not provoke US 
intervention. 
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57. Weekly Summary Excerpt, 30 January 1948, Soviet Policy in Eastern Europe 



. ; ' SOVIET POLICY IN EASTERN EUROPE : 
■ ,*V ■£';{'£ :' L?V V > ; '' . : <V.'.; si- •■• v . . • V »• 

The USSR has recently intensified its efforts to obtain 
direct military, economic, and political control over the East- 
ern European Satellites, This intensification is revealed in 
the rapid conclusion of a series of mutual assistance pacts 
now linking nearly all the Satellites, the signing of long-range 
trade agreements by the USSR with Poland and Czechoslovakia, 
and the increasing emphasis on the Cominform as the principal 
organ for the implementation of Communist policy in .the area. 
The USSR will continue to strengthen its controls over the 
Satellites but will take no action which will either: (1) weaken : 
the direct ties binding each individual Satellite to the Kremlin; 
or (2) run counter to the Kremlin's plan for ultimate absorption ; 
of the Satellites in the USSRi ,,v .': ' ': ' 

The immediate objective of the USSR is the organization of 
a unified military force in Eastern Europe for defensive purposes 
as well as for possible overt support of the Markos regime in <v 
Greece! The Rumano -Hungarian mutual assistance pact nearly 
completes such a system of intertwining alliances between the v 
Satellites. The recent pacts have differed from those concluded 
prior to 1947 by the USSR with Poland, Czechoslovakia, and 
Yugoslavia, in that they are directed against any attacker rather 
than against Germany alone. Moreover, the USSR is not directly 
involved. The Soviet Union, therefore, has forged a military 
weapon which will insure united. Satellite action in Greece should 
the occasion warrant but will simultaneously minimize the risk 
of direct conflict between the US and the USSR. 

Although these pacts provide for sweeping economic co- , 
•ordination between the participating nations, they do not presage ) 
political Or economic union in the near future. Rather, they > 
represent a transitory stage in the development of the Satellites 
as members of the USSR. In audition to providing the machinery 
for the integration of the Satellite armed forces with the Soviet, 
Army, these pacts can serve the USSR as basis for propaganda 
designed gradually to minimize the traditional rivalries which 
formerly divided the Eastern European nations. 
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\ The USSR is exercising its actual political and economic 
control over the Satellites through Communist Party channels, ^> 
Although the Kremlin may originally have planned for an eventual 
Balkan federation, recent evidence indicates that this plan may 
now be abandoned or its implementation postponed for some time., •/ 
The PRAVDA editorial of 28 January, which disavowed Bulgarian 
Premier Dimitrov's prediction of a Balkan -Danubian customs 
union and eventual federation, may have been prompted by the 
Kremlin's realization tha* the many practical difficulties ob- 
structing consummation of such a plan made Dimitrov s speech^ 
premature. Moreover, the Kremlin, may have feared that announce- 
ment of a Balkan federation would hasten acceptance of Bevin s 
proposal for western European union, More important, however, 
the USSR probably does hot consider conditions in the Satellite > v 
states sufficiently secure to permit any loosening of the ties . ■ 
binding the Kremlin directly with each country. As long as the 
Kremlin exercises through the Cominform direct operational 
control over each Communist Party, unif ied Satellite action can , ; 
be achieved more effectively than by delegating this authority ; / 
to a federation head. ^ 

' V-tln obtaining economic control over the Satellites, the. 
USSR can gain greater advantage by promoting direct Soviet- , 
Satellite trade than it can by encouraging inter -Satellite trade 
through a formal federation. The recent long-term trade. agree- 
ments signed by the USSR with Czechoslovakia and Poland ■ 
indicate that the USSR does intend to integrate each Satellite 
economy directly with the USSR. Similarly, Soviet economic 
exploitation of Hungary and Rumania is indicative of the desire ... 
of the USSR to extract the maximum economic benefits from 
each country and thereby retard the growth of trade between 
the Satellites themselves. Such a policy, by insuring that each 
country's economy is meshed directly with that of the USSR, 
will facilitate eventual absorption of the Satellites into the 
Soviet Union. 
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58. Daily Summary Excerpt, 13 February 1948, Possible Soviet Plans for Poland 



19 FEB 1948 




609 



GENERAL 

t. ^SS^MSse^tj^^J^Po^^^S Ambassador Smith in 
Moscow believes that the provisions fn the new Polish-Soviet 
economic agreement for ike invest nent of capital equipment 
by the USSR in Poland and in Polis i-admfnistered Germany 
reflect a long -range Kremlin deck, ion "never to let go of 
eastern Germany' and to develop Poland as ths first Satellite 
to be incorporated into the USSR. Smith adds that "if the east- 
west cleavage continues and deepens, fee absorption of Poland 
might well take place in the not too remote future/' 

(CIA Comment: CIA concurs in tee belief that the USSR 
intends to hold eastern Germany and eventually to incorporate 
the Satellites into the USSR, However, because absorption of 
Poland would increase anti -Communist opposition and add to 
the security problem of the USSR, the Kremlin will probably 
not order such a step until all latent opposition to such a plan 
has been eliminated.) 



This publication contains current intelligence exclusively and 
therefore has not been coordinated with the inteiligenes organi - 
zations of the Departments of State, Army, Navy, and Air Force* 
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59. Daily Summary Excerpt, 19 February 1948, Czechoslovakia: Communists May 
Precipitate Crisis 




EUROPE 



4, CZECHOSLOVAKIA: Communists may precipitate crisis — 
XJS Charged ' ^ague, in commenting on the current 
political crisis in Czechoslovakia over the question of Com- 
munist control of the police, expresses the view that if the 
Communists regard a breakdown of the National Front coali- 
tion government as unavoidable, they will precipitate it at 
once.£ J] believes that the Communists would want to 
utilize trade union meetings already scheduled for 22 Febru- 
ary as a basis for public demonstrations. 

(CIA Comment: CIA concurs in this estimate- The refusal 
of the Communists to comply with the recent demand of the Mod- 
erates for changes in the police organization reveals that the Com- 
munists believe continued control of the police to be essential to 
their victory in the May elections.) 
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60. Weekly Summary Excerpt, 20 February 1948, Soviet Expansionism in Korea 



SOVIET EXPANSIONISM IN KOREA 

The intention of the USSR to establish an independent 
regime in North Korea and eventually to dominate all Korea 
has been further revealed by the following recent events: (1) 
the announcement by the North Korean radio of the completion 
of the "draft pro\isional constitution of Korea"; (2) the staging: f 
of a Communist-instigated strike in South Korea as a protest - ' 
against the UN Commission's "illegal interference" with Korean 
independence; and (3) the review at Pyongyang in North Kor e a ;; 
of the "Korean People's Army" and the subsequent propaganda^ 
announcements that this army would be the future liberator of 
the "oppressed" South Koreans. 

Although the USSR has scrupulously avoided direct 
implication in these events, ther<2 |is no doubt that the Kremlin 
has been engineering their development for many months. Since ' 
the beginning of the occupation, the USSR has been organizing 
a North Korean army, clandestinely trained by Soviet advisers . ; , 
and equipped with Soviet weapons. The "draft provisional ^ 
constitution," which envisages a regime remarkably similar ■ : 
to that of the USSR, anticipates eventual incorporation of all 
Korea into the "People's Republic of Korea" and goes so far 
as to specify Seoul, capital of the present US zone, as the future 
capital of a united Korea. ■ 

;y ^SiThe "draft constitution" probably will be acclaimed by 
"people's representatives" oi both North and South Korea 
'f at a' mass demonstration at Pyongyang on 2 March (a 
Korean patriotic holiday) and will be. adopted by a special .., f x y •', 
assembly of the North Korean People's Council in mid-March. 
The questions of whether to hold a plebiscite in order to secure 
"popular approval" prior to the adoption of the constitution and 
whether subsequently to extend formal recognition to the regime 
will probably be decided by the Kremlin in accord with political 
expediency. , i 

Despite the relative complexity of these day-to-day 
tactical maneuvers, the underlying trend in Korea remains 
clear. Soviet intransigence and expansionism are driving 
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61. Daily Summary Excerpt, 24 February 1948, Czechoslovakia: Estimate of 
Political Crisis 



EUROPE 

4, CZECHOSLOVAKIA: Estimate of political crisis — U3 Ambas- 
sador Steinhardt reports that events have moved so rapidly 
in Czechoslovakia recently that tlie sole restraining influence 
upon the Communists appears to be President Benes' constitu- 
tional authority and his personal popularity, 

(CIA Comment: CIA believes that the Communists will 
make every effort to preserve a semblance of legality in their 
drive to gain control of the government. However, the Commu- 
nists are already so committed by their public pronouncements 
and actions that it would be political suicide for them to accept 
a compromise which did not enable them to retain sufficient 
power, including control of the police, to insure a Communist 
victory in the May election.) 
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62. Weekly Summary Excerpt, 27 February 1948, Communist Coup in Czechoslovakia; 
Communist Military and Political Outlook in Manchuria 




COMMUNIST COUP IN CZECHOSLOVAKIA 

The establishment of a. Communist police state in ■ 
Czechoslovakia has further diminished the possibility of a 
compromise m Europe between the ideologies of the Krem- 
lin and the principles of -western democracy and individual 
freedom. Such a compromise had apparently been achieved 
in Czechoslovakia where Communists and non-Communists 
had nearly equal power in the coalition Government, where 
the majority of the people approved of many Communist 
economic policies, and all parties were wiEing to follow the 
lead of the USSR hi matters of foreign policy,, The compro- 
mise was shattered, however, by the refusal of the non- 
Communists to permit continued Communist control of the 
police and by the Communist realization that an electoral 
victory was impossible without this control. The coup, there- 
fore, reflects the refusal of the Communists to settle for any- 
thing less than complete control and their conviction that such 
dominance could never have been, achieved under a freely 
operating parliamentary form of government. 

• The ease with which the Communists effected the 
coup reveals the extent to which they had been paying only 
lip service to fee freely -elected coalition Government which 
has been in power since 1945, Having won the key cabinet 
posts in the May !§45 elections (Premiership, Interior, 
Information and Finance), the Communists have since steadily 
extended their control of the positions necessary for seizure 
of the government., By gaining; direction of the Ministry of 
National Defense through the appointment of General Svoboda, 
a willing Communist tool, the Communists were able to neutral- 
ize the army. Communist command of labor was effectively imple- 
mented through the National Trade Union Organization. Despite 
these basic prerequisites for a coup, the seizure of posrer by' 
the Communists would have been more difficult if they had not 
already gained a majority position in provincial, city,' and 
village local governing bodies and had not organized "action 
committees" composed of trusted Communist Party members. 
Through these organisations, the Communists were able to seise 
physical control of all national and local government offices, 
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62. (Continued) 




factories, newspapers, radio stations, and virtually every 
important public or private institution in the country. The - 
acceptance by President Benes of the new 'Communist . 
cabinet, therefore, represented little more than a formal 
acknowledgment of a fait accompli,, 

The Communist Party can now stifle any remaining 
opposition in the country. The five representatives of the 
Moderate parties included is the new cabinet have been 
assigned minor positions and will act as -willing Communist 
supporters. The Communists -will liquidate all effective 
opposition through a series of "treason" trials and will 
rapidly complete the communication of. the nation's economy. 

Assumption of power by the Communists will have 
a disrupting effect, at least temporarily, on the nation's eco- 
nomy. For political reasons the Communists will fee forced 
to liquidate many anti -Communists from key managerial 
and technical positions in industry, and substantial industrial 
and economic sabotage will undoubtedly develop. Because 
the nation's highly industrialized economy is dependent 
upon the import from the West of raw materials and machin- 
ery not obtainable in eastern Europe or the USSR, Checho- 
slovakia will continue to trade with western Europe, although 
possibly on a decreased scale because of the decrease in 
total production. 

The Communist coup will have little effect upon 
Czechoslovak foreign policy which has consistently followed 
the lead of the USSR, The coup may, however, have political 
repercussions in western Europe. In France, Raly, and Ger- 
many, the existing political divisions probably will be intensi- 
fied because the non-Communists will be more determined to 
prevent Communist participation in the governments of these 
countries, Meanwhile, Communist morale in western Enron® 
will be improved by the Kremlin^ success in Czechoslovakia. 
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COMMUNIST MILITARY AND POLITICAL 
OUTLOOK m MANCHURIA 

The Chinese National Government's military situation 
la Manchuria continues to grow more precarious. Present 
indications are that, without adequate supplies or reinforce- 
ments, the Nationalists cannot maintain their present garri- 
sons in southern Manchuria which have been marooned for 
some time. Consequently, despite the recent reorganisation 
of the Nationalist command in Manchuria, the Nationalist 
foothold centering around Mukden probably cannot survive 
for a period of more than six months without the delivery 
of substantial outside aid. 

Sf Mukden falls, National Government influence in 
Manchuria will be destroyed and control will pass to the 
Communists who will then be able to move more troops to 
China proper. The imminent possibility of a Nationalist 
collapse in Manchuria has given rise to a new series of 
representations fey National Government officials who hope 
to elicit prompt US aid. 

Despite considerable speculation suggesting that the 
Communists Intend to establish an independent Manchurian 
regime, with a separate government, such an autonomous - 
state seems unlikely. Chinese Communist propaganda has 
insisted that Manchuria is an integral part of China and 
has represented the Communist program as a crusade for 
the "liberation" of China as a whole. The Communists will . 
probably persevere in an aggressive strategy in China and 
will therefore seek to enlarge the area under their control 
rather than to make a piecemeal consolidation of their gains. 
The establishment of an autonomous Manchurian state 
would make the Communists more vulnerable to the accusa- 
tion that they are puppets of the USSR ; there are some 
indications of current Soviet interest in, and preparatory 
activity toward, the establishment of snch a regime in 
Manchuria. Because of the intensely nationalistic spirit 
of the Chinese people, however, the Communists are most 
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aaaiotts to protect t&eraselves,' item the eliarge of Soviet 
dcraSEancs. 

TJie Coits.mmiABis in CMha sure therefore more likely, 
fcilerring fcfeeir assumption of Mi control in Mandmria, to 
establish a politics? structure -wisicli '\tSJ1 be, designed to 
become & component .'part o£ a Coanisaunist .government of 
China, 'font <3lIE have an almost free hand in managing its own 
regional affairs. Such a setup woidd fcarnsonise with tite 
Cnlnese Communists* present "border region" system, a 
loose governmental structure which' has always allowed a 
considerable amctsit of local independence and thus has 
overcome many regional antagonisms. 




63. Daily Summary Excerpt, 4 March 1948, USSR: Possible Kremlin Disagreement on 
Tactics 



4/ USSR: Possible Kremlin disagreement on tactics — US Embassy 
Budapest reports that the Hungarian Prime"ME"{ster recently 
revealed the following impressions concerning possible dis- 
agreement within the Kremlin over Soviet tactics: (a) one group, 
allegedly favored by Stalin, desires to consolidate present Soviet 
gains and temporarily settle differences with the west; (b) the 
other group, led by Molotov, wants to press rapidly for greater 
expansion before US aid to Europe can be effective; and (c) the 
Molotov group feels that US preoccupation with the presidential 
election presents "a golden opportunity" for Soviet expansion 
and that Soviet action should be timed accordingly. 

(CIA Comment: Several unsubstantiated rumors of 
divergent opinions within the Politburo over tactics in the "cold 
war" tend to support the Prime Minister's observations. CIA 
believes that a definitive decision by the Kremlin awaits: (a) 
the outcome of the Italian elections; and (b) more substantial 
indications of western, particularly US, determination to check 
further Communist expansion.) 
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64. Daily Summary Excerpt, 16 March 1948, Czechoslovaks Believe USSR Willing to Risk 
War 



4G 
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16 MAR 1948 
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GENERAL 



Cz eghoslpvaks believe USSR willing to risk war —US Ambas- 
sador Steinhardt has bean told j-=-" ,HJ ™^" - 

1 

that the Deputy Foreign Minister of the Soviet Union recently 
confided inPremier Goiiwald the possibility that war will 
break out "when the weather gets better/"' Steinhardt's in- 
formant gained the impression that the Czechoslovak Cabinet's 
present view is that the Soviet Union regards the establishment 
of Communist -dominated governments throughout Europe before 
the fall of 1948 as essential and has decided to devote every 
effort to that end during the next few months despite the possi- 
bility of war with the western powers. 

(CIA Comment: CIA does not believe that the USSR is 
presently prepared to risk war in the pursuit of its aims in 
Europe.) 
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65. Intelligence Memorandum 13, 16 March 1948, Soviet Pressure on Berlin 



16 Karoh 19/.8 




MEMORANDUM FOR THE PRESIDEHT 



Under date of 22 December 1947, CIA reported, that there was a 
possibility of steps being taken In Berlin by the Soviet authorities 
to foroe the other occupying powers to remove from Berlin. Delay in 
the formation of a separate Eastern German Government and In Soviet 
attoapts to foroe the Western Powers from Berlin "has probably been 
caused in large measure by the firm attitude of US officials In 
Berlin. While no further reports have been received indicating that 
the USSR has deolded to foroe the Western .Powers from Berlin, the 
reoent OS, OK, France, Benelux discussions in London concerning the 
formation Of a West Oerraan'Stcte to bp inoluded in a W&stern European 
Onion invite sons form of Soviet r<-sr-onae stroncer than the mere 
protests received so far. 

Soviet response vill to tlnwd to follow overt allied Implementa- 
tion of the London decisions, end will oonsist of the announcement of 
plans, such as a plebiscite, for an Eaotern Zone "all German state", 
claiming to represent the whole German people. Announcement of such 
plans would be followed by an intensified Soviet campaign to oust the 
Western Powers from Pnrlin. The most urgent dangers arej (1) 
"Incidents" arielns from the presence In Berlin of young, undisciplined 
troopsj (2) agfTSvation of the situation by such Zimun swloontonta as 
vant an East-West warj (3) any tendency towards war hysteria or lack 
of firmness and patience on ths part of OS officials in Berlin. 



*l EHH - by hand DCI to Admire! ieahy 
R. H. Hillenkoettor 3/16/48 
Rear Admiral, USK 
Dlreotor of Control Intelligence 
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SECRET 



22 December 1947 

MEMORANDUM FOR THE PRESIDERT 



She breakdown of the GFM in London may cause the 
USSR to undertake a program of intensified obstructionism 
and calculated insult in an effort to force the us and the 
other western powers to withdraw from Berlin all representa- 
tives except a small Allied Control Authority group. The 
implementation of such a program could create a situation of 
great tension which might lead to armed clashes between 
Soviet personnel and that of the other occupying powers. 

question and the OFH»s subsequent indefinite adjournment will 
result in an accelerated consolidation of eastern Germany. 
The USSR will attempt to incorporate thoroughly the economic 
system of its Zone into the Soviet economy and to orient the 
political system still more closely to the Soviet ideology. 
Soviet authorities will encounter difficulties- in accomplishing 
both objectives because of the presence of US officials and 
troops in Berlin, 

The presence there of this personnel hinders the 
ruthless and forcible communication of aU eastern Germany* 
helps to sustain non*Coimaunist opposition, and demonstrates 
that the us does not intend to ahanddn or partition the 
country* Berlin, of course* could hardly serve as the capital 
of an eastern German states should the USSR eventually 
establish ©he* so long as the Western powers maintain troops 
in tne city. The Kremlin is aware of this situation. 

The Kremlin Is aware* also* that the present quadri- 
partite occupation of Berlin furnishes the US with an 
excellent listening post and a base of operations for intelli- 
gence activities in the Eastern Zone as well as providing 
political refugees from Soviet areas with a convenient haven. 
Masters of propaganda themselves, the Soviet authorities are 
highly sensitive to the great propaganda value of the continued 
presence of US and the other Western power forces and the 
guarantees they provide of relative political freedom for the 
residents of the city. 
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The USSR, consequently* cannot expect the US and 
the other western Powers to evacuate the city voluntarily* 
The USSR, therefore, will probably use every means short of 
armed force to compel these powers to leave the city. 

These devices may include additional obstruction 
to transport and travel to and within the elty, "failure" of 
services such as electric supply, reduction of that part of the 
food supply which comes from the Soviet Zone, flagrant violations 
of Kommandatura agreements - , instigation of unrest among Germans 
in the US sector, disregard of the elected .municipal government, 
a deliberately intensified campaign of insult or personal 
injury to US personnel* and terroriaation of their German 
employees* 

" The degree' of danger inherent \ in such a campaign 
will depend on the Accuracy with which' Soviet authorities 
gauge US determination to remain and the state of discipline 
of US officials and troops* Overly enthusiastic resort to 
insults or personal violence by Soviet troops or communists 
could well create "Incidents^ street fights, brawls, and other 
public disturbances which, in "turn* might well lead to high- 
level repercussions of the gravest character* ' Only the greatest 
determination and tact on both sides could prevent, a serious 
incident from deteriorating beyond control of the Berlin 
authorities* Even If. Soviet estimates of limits to US patience 
are accurate, the situation could and probably would be 
aggravated by the activities of German; malcontents* who for one 
reason or another j seek to bring abotd? «a open East-west 
conflict* 

The Kremlin will probably defer its maximum effort to 
force Western Power evacuation of Berlin until it has fully 
calculated the risks and considered the problem in the light 
of Soviet strategy elsewhere* Nevertheless, in view of 
probable irresponsible action by local Soviet officials, the 
day-to-day developments in the immediate future will test the 
firmness, patience, and discipline of all US personnel in Berlin. 



R, H* HILLENKOETTER 
Rear Admiral, USK 
Director of Central intelligence 
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66. Intelligence Memorandum 18, 16 March 1948, Effect of Reinstating the Draft 
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The Central Intoilig«no« t-.tftv.oy tad t.* lni»lUs«no« 
uriruiItaUou of the Ex.p»rtia»nt» or fit*te. iiwr. H*ry «id ivtr 
fore* arr«« thAt If the Co:«r««» »• unlvorafcl ialllt«y 

truliilaf; *ot tiid/or k ■•!•«»«■** aorrioo aot tho«« r»u«ur*». 
toVam .lnfily or tog«.th«r. will not of thonselTon «*» 
USSR to resort to slUtwry action within the tmxt 60 day.. 
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67. Daily Summary Excerpt, 17 March 1948, Turks Fear War May Be Imminent 



2- Turks fear war may be imminent — US Ambassador Wilson 
to Ankara reports that Secretary General Carim of the 
Turkish Foreign Office is "deeply pessimistic" over fee 
international situation, Carim fears that the USSR is pre- 
pared to begin open war at any time and that the initial attack 
might be directed against Turkey. According to Wilson, Carim 
reasons that in view oJ the hardening attitude of the western 
democracies, the USSR will be relatively weaker a year hence 
and would therfore gain by precipitating action eow„ Carira 
believes that the Soviet armies would quickly over -run west- 
ern Europe and the Middle East. 

(CIA Comment: CIA. does not believe ihaS the USSR 
plans a military venture in the immediate future in either 
Europe or the Middle East) 
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68. Daily Summary Excerpt, 27 March 1948, USSR May Close Eastern Zone Border 
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at Soviet instigation and were informed of an alert plan for which 
they were to prepare immediately. The plan is allegedly to be 
put into effect when Soviet officials move to abolish the Christian 
Democratic Union and the Liberal Democratic Party and arrest the 
parties' leaders. The gendarmes reportedly will reinforce the 
border police in order to prevent the escape of the political leaders 
into the western Zones. \ 'V 

(CIA Comment: Although US border detachments have not 
reported physical evidence of a tightening of the border, such a 
Soviet move may be imminent; this step might also be taken in 
Connection with a purge of "unreliable elements from the Social- 
ist Unity Party The move probably wo uld not fore shadow inter- ~7 
ruption of US, UK, and French traffic with Berlin.) 
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69. ORE 22-48 Excerpt, 2 April 1948, Possibility of Direct Soviet Military Action During 
1948 



ORE 22-48 
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POSSIBILITY OF DIRECT SOVIET MILITARY ACTION DURING 1948 
Report by a Joint Ad Hoc Committee ♦ 



THE PROBLEM 



1. We have been directed to estimate the likelihood of a Soviet resort to direct mili- 
tary action during 1948. 



3. The preponderance of available evidence and of considerations derived from the 
"logic of the situation" supports the conclusion that the USSR will not resort to direct 
military action during 1948. 

4. However, in view of the combat readiness and disposition of the Soviet armed 
forces and the strategic advantage which the USSR might impute to the occupation of 
Western Europe and the Near East, the possibility must be recognized that the USSR 
might resort to direct military action in 1948, particularly if the Kremlin should inter- 
pret some US move, or series of moves, as indicating an intention to attack the USSR 
or its satellites. 



• This estimate was prepared by a joint ad hoc committee representing CIA and the intelligence 
agencies of the Department of State, the Army, the Navy, and the Air Force. The date of the 
estimate is 30 March 1948. 



DISCUSSION 



2. Our conclusions are based on considerations discussed in the Enclosure. 



CONCLUSIONS 
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70. Weekly Summary Excerpt, 9 April 1948, Soviet Walkout From Allied Control Council; 
Diminished Communist Capabilities in Italy 



Both the recent Soviet wal kout from fee All ied Contrpl 
Council "(ICC) and recent Soviet interference with transporta- - 
tion into Berlin seem to indicate that the USSR: (1) has aban- . 
dbned hope of using the ACC to hinder the present western 
European reconstruction program, and (2) intends to accelerate 
preparations for the establishment of an eastern "German state" 
whenever 1 the Kremlin decides that the western powers can be 
successfully blamed for partitioning Germany. In this pre- 
paratory phase, fee USSR may place the Soviet Zone under a 
"democratic" and "loyal" German administration, created - 
from the Communist -dominated Peoples' Congress and strengthened 
by trained Germans from the former Moscow Free Germany Com- 
mittee. Both the presence of the western powers in Berlin and 
the functioning of the ACC hamper the realization of the Soviet 
objectives and, unless allied determination remains obviously 
strong, further Soviet attempts to eliminate these hindrances 
may be expected. (A CIA Special Estimate titled "Possible Pro- 
gram of Future Soviet Moves in Western Germany" is now being 
prepared.) 
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DIMINISHED COMMUNIST CAPABILITIES IN ITALY 

The prospects have sharply diminished that the Italian 
Communist Party will obtain a sufficiently large plurality in the 
18 April elections to ensure Communist or left-wing socialist 
representation in the next Italian Government. Concurrently, 
the Party's capabilities for successful large-scale insurrection, 
without active military assistance from Yugoslavia, have been 
considerably reduced- Unless the Communists receive substan- 
tial outside aid, the Government now appears sufficiently strong 
to prevent its overthrow by force and to put down large-scale 
rebellion. Whether the Kremlin, even under these circumstances, 
will direct an insurrection either before or after the elections 
cannot be predicted. If, as seems probable, the Communists fail 
to secure representation in the new government, they will then 
launch a new program of strikes and sabotage to wreck the re- 
covery program and discredit the government. 

The reduction in Communist capabilities for success- 
ful large-scale insurrection springs largely from four factors. 
In the past few months, the Italian armed services and security 
forces have been greatly strengthened, not only by new equip- 
ment but also by a considerably improved morale. Concurrently, 
the Communist para-military forces have been weakened and to 
some extent disrupted by government seizure of clandestine 
munitions dumps and caches and the interception of arms shipped 
in from abroad. No evidence available indicates that Yugoslav 
forces—the most logical source of outside assistance— are being 
prepared for action in Italy. Finally, and probably most impor- 
tant, the Italian masses appear less inclined than ever to support 
a Communist uprising and have become increasingly anti -Com- 
munist in their attitude. 

Communist capabilities for effective revolt, in the 
absence of outside aid, now appear limited to localized successes, 
particularly in north Italy. These capabilities are based upon 
military potential and the party's following in labor. The Com- 
munist semi-military organization, the Apparato, consists of 
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approximately £00,000 ex -Partisans, armed and trained, and 
about 100,000 reserves in training. The Apparato has general 
headquarters at Milan and operational headquarters in cities 
on the main highway between Milan and the other Communist 
stronghold of Bologna. Communist munitions dumps are be- 
lieved to contain extensive supplies of arms, including armored 
cars, light field guns, anti-tank guns, mortars, machine guns, 
and a few tanks. To increase their armaments, the Commu- 
nists would attempt to seize Government arsenals and ammuni- 
tion dumps, and, if unsuccessful in capturing them, would make 
every effort to blow them up. 

In addition to their military potential, the Communists 
possess a powerful revolutionary weapon in their control of the 
Italian General Confederation of Labor (CGIL), which has five 
million workers in industry and various public services. Domi- 
nation of the agricultural Workers' Confederation, which has 
approximately two million members, gives the Communists 
almost complete control of the agriculture of the important Po 
Valley region; virtual Communist control of the industrial unions 
would facilitate seizure by the workers of most industrial estab- 
lishments. The Communists, furthermore, dominate the news- 
paper printers' union and have infiltrated communications. 
Public utilities, particularly gas and electric services, are Com- 
munist-dominated and could be disrupted in case of revolution. 

The Be Gasperi Government, however, with control of 
armed forces totaling approximately 338,000 men, would probably 
be able to prevent Italian Communists from taking over the central 
government. Army strength is concentrated in northern Italy, 
and army divisions are disposed at Udlne, Treviso, Milan, Torino, 
and Lucca. Supplementary to the army are the security forces of 
the Ministry of the Interior: 75,000 carabinieri, a mobile reserve 
corps of 16,000 civil police, 80,000 regular members of the civil 
police, 36,357 finance guards, and 5,000 railway police. The 
carabinieri maintain their heaviest concentrations in the north. 
Critical areas, such as Bologna, have been reinforced by special 
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reserves of the security forces. In the event of insurrection, 
the Italian Kavy could employ its units to protect Italian ports 
sad could land many of its approsteately 35,000 men to assist 
the ground forces. The bulk of the Italian fleet is based at f v 
Taraato and La Speda. The Italian Air Force, with personnel 
numbering 25,000, has about 500 planes, mostly obsolescent, 
of which about 60 are fighters in tactical -units. 
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71. Daily Summary Excerpt, 12 April 1948, Colombia: Continuation of Bogota Conference 
Favored 



5. COLOMBIA: Continuation of Bogota Conference favored 



unanimously in favor of continuing the conference at Bogota, 
"unless the situation so worsens as to make it physically 
impossible." 

Reports from US Consulates in Colombia indicate that 
the Government is still making progress toward restoring 
order and that uprisings outside the capital city were rela- 
tively small and soon brought under control. The Embassy 
adds that the mopping up of snipers continues in Bogota where 
damage and loss ox life were very heavy. 

A CIA source reports the belief current in Bogota that 
there is no substantiation for the government claim that the 
shooting was the result of a Communist plot, and that the shoot- 
ing was in fact the result of a private dispute over litigation in 
which Gaitan was counsel. The Embassy transmits a report 
that the assassin was employed last October as butler in the 
Soviet Legation. The Colombian Government has announced 
that it has arrested the persons who took over a Bogota radio 
station and that two Russian agents and other foreigners were 
among those arrested. 

(CIA Comment: CIA believes that the Colombian Gov- 
ernment will make every attempt to lay the insurrection at the 
door of the Communists. The reported decision to sever diplo- 
matic relations with the USSR is consistent with such a campaign. 
The weight of available evidence, however, points to the conclu- 
sion that the Communists did not instigate the revolt, which was 
a spontaneous reaction to Gaitan's assassination, but actively en- 
couraged mob action once rioting had broken out.) 




THE AMERICAS 
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72. Weekly Summary Excerpt, 23 April 1948, New Soviet Attitude Toward Austrian 
Treaty; Prospective Communist Strategy Following the Italian Elections 



NEW SOVIET ATTITUDE TOWARD AUSTRIAN TREATY 

The apparent desire of the USSR for an early conclusion 
of an Austrian treaty has recently led to a definite change in 
Soviet tactics both at the London treaty discussions and fa the 
administration of Soviet areas in Austria. Until recently, the 
USSR enjoyed an excellent tactical position in the London nego- 
tiations because of the reluctance of the western powers to 
commit themselves on the economic phases of the treaty with- 
out knowing the Soviet position on questions of Austrian security. 
The USSR has sacrificed this advantage by agreeing to defer 
the discussion of economic items in order to consider the se- 
curity issues. 

Although recent moves by the USSR in Vienna and in 
the Soviet -occupied zone of eastern Austria appear to be con- 
fused and defensive, they essentially reveal a Soviet desire to 
impress the Austrian Government and the western allies with 
the desirability of an Austrian treaty. Soviet steps to impede 
transportation between the western zones and Vienna, which 
have proved annoying even though never fully enforced, are 
probably intended to serve as a reminder of the capabilities 
of the USSR in Austria. Austrian leaders are particularly dis- 
turbed by the prospects of possible Soviet violence and forced 
partition of the country following a breakdown in treaty nego- 
tiations. 

There can be little doubt that the USSR regards the 
present quadripartite occupation of Austria as unfavorable to 
its designs and considers that forced partition is not a desirable 
solution to the problem. The Kremlin would welcome a treaty 
which would both provide for quadripartite troop withdrawal and 
leave Austria unable to resist eventual absorption into the east- 
ern bloc. Although the USSR, through an underestimation of 
Austria's political vitality and economic potential, might accept 
a settlement which would make it difficult for either the USSR 
or its Satellites to absorb Austria except by armed aggression, 
it is unlikely that the Kremlin will agree to any terms which 
would be likely to prejudice seriously its chances of eventual 
domination in Austria, 
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PROSPECTIVE COMMUNIST STRATEGY FOLLOWING 
TFE ITALIAN ELECTIONS 

The defeat suffered by the Communists in the Italian 
election has further reduced Communist capabilities for assum- 
ing power and has vastly improved the morale and confidence 
of the anti-Communists in both Italy and France. An increasing 
number of left-wing European Socialists and fellow-travellers 
may now abandon their Communist association. The Commu- 
nists in western Europe thus are confronted with a considerable 
loss in political influence in addition to their already reduced 
capabilities for revolutionary action. 

.Italy and Cci"i3iaay may consequently enjoy a brief 
respite while the Communists regroup their forces and revise 
their strategy. The USSR, however, can be expected to main- 
tain its pressure in Germany. Moreover, it will probably con- 
tinue its aggressive tactics in the Near East. In Iran, contin- 
uing Soviet pressure may eventually lead to actual intervention, 
professedly based on the 1021 Soviet-Iranian Treaty. The de- 
teriorating situation in Palestine may soon present the Kremlin 
with an irresistible opportunity for greatly expanded covert 
intervention. Although the Satellites continue to exercise 
- caution in their support of the guerrilla forces in Greece, 
they are capable of vastly increasing the scale of their covert 
aid. m Latin America, the USSR can be expected to seize upon 
any favorable opportunities for exploiting local unrest or 
violence. 

For the immediate future, Communist activities in 
western Europe are likely to be directed toward rebuilding 
the popular front rather than an early or determined bid for 
power. A Communist drive to recover the allegiance of the 
non-Communist Left is indicated by these recent developments: 
<1) French Communist Leader Thorez oa 18 April called upon 
Communists, Socialists, and Catholics to unite in defense of 
French "liberty and independence"; <2) the Commform Journal, 
reversing its original position, is now professing to represent 
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all workers' parties, not merely the Communists; (3) the 
German Communists recently voiced approval of a "Middle- 
Class Auxiliary" of the Socialist Unity Party (SED), which 
might conceivably develop into the long-expected 'nationalist 
movement based on the Bismarckian concept of Russo -German 
cooperation; and (4) the Kremlin reportedly has issued a direc- 
tive to the French Central Communist Committee calling for 
a program of non-violence in -western Europe and intensified 
activity in Germany and the Near East 

Concurrently, Communist propagandists may intensify 
their efforts to contrast "peaceful" Soviet intentions with US 
"warmongering" and "imperialist designs." Such a drive 
would be designed to win the support of those western Europeans 
who are prepared to seek "peace at any price" and to encourage 
a relaxation of western, and particularly US, military prepared- 
ness. Such an intensified campaign would presumably be 
launched in the speeches and pronouncements which tradi- 
tionally are made by leading Communists on May Day. 

m any event, the Communists are not expected to relax 
their efforts to prevent recovery in Europe. Defeat of the 
recovery program remains a prime objective of Communist 
strategy. Strikes and industrial sabotage, conducted ostensibly 
on the basis of local economic issues rather than political con- 
siderations, therefore can be expected. Although Communist 
propaganda will continue to impugn US motives in promoting 
recovery, the Kremlin may henceforth moderate its attacks 
upon present western European governments. 

m Greece, the Kremlin is also faced with a possible 
reduction of Communist capabilities. Differences between 
Greek Communists and Soviet-Satellite Communists have ap- 
parently arisen over problems concerning Soviet aims in 
Greece and the conduct of the civil war. Greek Communist 
leaders are reportedly disturbed by the failure of the Satel- 
lites to provide the guerrillas with enough aid to halt the 
continuing successes of the Greek Army, and the Minister of 
Interior in the Markos government is said to be distrustful 
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of the "selfish" policy of the USSR and fearful that Yugoslavia 
may be planning to seize Greek Macedonia. Moreover, certain 
Greek Communist leaders believe that the primary Soviet in- 
tention in the civil war is to wage a long campaign of economic 
attrition against the US and not to effect the rapid military 
defeat of Greece. In view of the successful operations of the 
Greek Army, it is apparent that the Kremlin must decide soon 
whether to authorize a drastic increase in aid to the guerrillas 
or allow their gradual defeat by the Greek Army. 

Although Communist May Day demonstrations in Latin 
America may result in local disturbances, present indications 
are that the Latin American governments will be fully capable 
of controlling any outbreaks. In Mexico, the electrical workers 
have threatened to call a May Day strike. E they are joined by 
the petroleum workers, miners, and railway workers (all 
closely allied with the electrical workers by inter -union agree- 
ments), the resulting strike could cause a general paralysis of 
the country and threaten the stability of the Mexican Government. 
Sporadic violence may break out in Cuba, and possibly in a few 
other countries, though there are no indications at present of 
coordinated plans for strikes or public disturbances. 
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73. Daily Summary Excerpt, 24 April 1948, Reported Soviet Plans for Eastern German 
Regime 




3. GERMANY: Reported Soviet plans for eastern German regime — 
Headquarters of the European Command in Frankfurt believes 
that if the Kremlin resorts to positive action in Germany about 
I May, the USSR will probably establish an eastern German gov- 
ernment with the four powers remaining in Berlin but inopera- 
tive as a controlling or governing element The Headquarters 
has received reports substantiating this conclusion; one such 
report suggests that Soviet officials have decided to unify the 
Soviet Zone on 1 May 1948 under a central government which 
will be composed of prominent individuals in the Peoples' Coun- 
cil of the Peoples' Congress. The Headquarters expects the . 
USSR to give greater recognition and additional support to the 
Peoples' Council as a possible replacement for existing political 
parties in the Soviet Zone. 

(CIA. Comment: CIA believes that the USSR may utilize 
"May Day" as an occasion for accelerating its efforts to estab- 
lish a provisional government in the Soviet Zone, and that such 
action would be accompanied or preceded by increased Soviet 
pressure on the western powers in Berlin.) 
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POSSIBLE PROGRAM OF FUTURE SOVIET MOVES IN GERMANY 

SUMMARY 

1. The following discussion covers a program that might be resorted to by the 
USSR in Germany in an effort to cause the Western Powers to leave Berlin, to con- 
solidate the Soviet hold over Eastern Germany, and to extend Soviet influence into 
Western Germany. Until recently this review of possible Soviet intentions was con- 
sidered purely speculative and the program one that would be attempted only after 
the USSR had concluded that Soviet interference with the Allied efforts in Western 
Germany could not be effected by legal international means or through local Com- 
munist subversion. The timing of the individual stages of the program would prob- 
ably be conditioned upon the timing and success of Western Power action. 

2. The recent Soviet walkout from the Allied Control Council and Soviet efforts 
to impede transportation to and from Berlin indicate that this program may already 
be under way, and, that while risk of war may be involved, the plan possibly can be 
effected without military violence. 

3. It is believed, therefore, that recent Western Power action may have caused the 
USSR to decide that: 

a. hope no longer remains for interfering through quadripartite means with 
the production of Western Germany upon which the success of the European Recovery 
Program substantially depends; 

b. the Soviet Zone must be placed under permanent control of a well organized 
German group, loyal to the USSR, and supported by police state measures; 

c. the Peoples' Congress should be the instrument for the formation of such 
a provisional German Government; 

d. in order to prevent Allied interference with this process of political consoli- 
dation, the Allied Control Council should be abolished, or permanently boycotted, and 
the Western Powers forced out of Berlin; 

e. the new German "Government" should be acknowledged, at a propitious 
time, as the official administration for Eastern Germany, with propaganda pretensions 
to authority over all of Germany; 

/. the Soviet Army should remain as the "protector" of the new Reich pending 
creation of a new German Army, by agreement with this government; and 

g. in an effort to undermine the Western Power program Western Germany 
should be pressed, by all possible methods, to "rejoin" the Reich. 

Note: The information in this report is as of 2 April 1948. 

The intelligence organizations of the Departments of State, Army, Navy, and the Air Force 
have concurred in this report. 
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POSSIBLE PROGRAM OF FUTURE SOVIET MOVES IN GERMANY 

1. With the conclusion of the London tripartite talks and the decision to consider 
Western Germany in the ERP planning, the Kremlin may have decided that little hope 
remains for the USSR to interfere with US/UK Zone production. 

Three events: the results of the Soviet-sponsored Peoples' Congress, the abrupt 
departure of the Soviet delegation from the Allied Control Council (ACC) meeting of 
20 March, and the subsequent Soviet efforts to impede both freight and passenger 
traffic between Berlin and the West indicate that at least the first steps in the outline 
of possible Soviet action may no longer be entirely in the realm of speculation. 

2. CIA has believed and continues to believe that the USSR might encourage the 
Peoples' Congress to organize a future "national" administration and establish a de 
facto Government for the Eastern Zone while propagandistically claiming to speak 
for all the country. The Peoples' Congress partially confirmed this opinion when 
it convened on 17 March, advocated the early establishment of a Government to replace 
the ACC, and evidenced its pretensions to speak for the German people. 

3. CIA has believed and continues to believe also that in preparation for the new 
"government", the USSR would attempt , to discredit the ACC. While the abrupt 
termination of the Control Council meeting of 20 March has not yet been extended 
to a permanent Soviet withdrawal from the Council, Soviet officials have charged that 
the Western Powers, by unilateral action, have already made the work of the Council 
worthless. 

4. The presence of the Western Powers in Berlin adds to the difficulty of establishing 
a Soviet puppet government in Eastern Germany, because of the "opposition" that 
operates from the sanctuary of the Western Powers' sections of the city. The USSR 
would consequently desire to effect a Western Power evacuation of Berlin as expediti- 
ously as possible. The Soviet attempt to impede transport threatens to render un- 
tenable the position of a sizeable Allied group isolated over a hundred miles .from the 
Western area, and, additionally, to cut off the industrial contribution of the US and 
UK sectors of Berlin from the Bizonal economic structure. 

5. Should the Peoples' Congress, in fact, set up a "government" of the Soviet Zone, 
and lay claim to "represent" all of Germany, the Soviet Military Administration might 
accord it local recognition as the established German administration and give propa- 
ganda-credence to its pretensions to govern all of the Zones. The USSR and its satel- 
lites might then be expected to enter into provisional political and economic agreements 
directly with this "government", laying the foundation for eventual formal recognition 
at such time as the USSR considers it feasible to press the puppet government's claim 
to German sovereignty. 
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6. A Soviet-sponsored provisional government which would, in all probability, control 
the Soviet sector of Berlin, might attempt by constant propaganda and possibly by direct 
interference in the public utilities affecting the Western sectors to obtain the with- 
drawal from Berlin of Western representation in the event that any still remained. 
The USSR could support this program with further concrete action similar to the 
transport block and declare the dissolution of the ACC, seeking to place the onus 
for its failure on the West, 

7. If, at any time, the Soviet Union decided that the new government of Eastern 
Germany is sufficiently loyal or adequately controlled by the USSR to be a trusted 
satellite, that further Soviet interference in Western Germany through quadripartite 
means is hopeless, and that the Western Powers are susceptible of blame for the 
partition of Germany, the USSR might officially recognize the Eastern German gov- 
ernment, and by agreement continue the "protection" of the Red Army while develop- 
ing a German Army and perfecting the police system. Both the USSR and the East- 
em German "state" would then launch a campaign for German unity and independence 
designed to win sufficient German converts in the Western Zones to reduce materially 
German cooperation in the West and to attempt to undermine the program of the 
Western Powers. 

8. Although each of these successive steps involves the risk of war in the event of 
miscalculation of Western resistance or of unforeseen circumstances, each move on 
the program could be implemented without the application of military force if 
adroitly made as merely a retaliatory measure necessitated by unilateral Western 
Power action, and if pressed only at opportune moments. 



3 




200 



75. Weekly Summary Excerpt, 30 April 1948, Deadlock Over Transport Problems in Berlin 
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The deadlock over transport problems continues in 
Berlin despite a lull in sensational publicity. The USSR has 
not made a single real concession but has actually established 
complete but somewhat inefficient control over surface traffic 
moving in and out of Berlin, except incoming freight. Present 
hope for solution by negotiation is small. The USSR is now 
apparently preparing to tighten its grip on the city by attempt- 
ing to enforce new restrictions on air traffic v/hich would make 
all allied transport subject to Soviet regulation. So far, Soviet 
action on air transport has been limited to probing for western 
power weakness under the guise of a desire for increased air 

safety." If the US-UK reaction to this probing shows indecision, 
the USSR may be expected to take strong action to compel western 
air traffic to submit to Soviet controls. Such action would prob- 
ably include use of Soviet fighter planes to threaten and intimi- 
date allied pilots. 
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76. Daily Summary Excerpt, 7 May 1948, Germany: Soviet Attempt to Interrupt US Air 
Traffic 




4. GERMANY: Soviet attempt to interrupt US air traffic— Accord - 
ing to Acting US Political Adviser Chase, US officials received 
Soviet notification on 4 May that no flying would be permitted 
that night over the greater Berlin area. Chase reports that the 
US representative, in accordance with his instructions, informed 
his Soviet colleague that the US did not recognize such unilateral 
action- Chase adds that US airplanes from the Templehof Air- 
drome carried out a previously scheduled night operation, con- 
sisting of a normal training flight over the greater Berlin area. 

(CIA Comment: CIA believes the Soviet action is an 
attempt to probe US reaction to Soviet -imposed regulations on 
air traffic between Berlin and the west and may be followed by 
more determined moves to restrict the air traffic of the west- 
ern powers,) 
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77. Weekly Summary Excerpt, 14 May 1948, Formation of a Jewish State in Palestine; 
French Officials Attempting to Negotiate Settlement of French Vietnam Dispute 



TRENDS IN BRIEF 



Formation of a Jewish state In Palestine will enable 
the USSR to Intensify Its efforts io expand Soviet influence in 
the Near East and to perpetuate a chaotic condition there. 
\lthough the USSR and its Satellites will probably delay full 
recognition of the new state, they may grant it belligerent 
rights in the near future. In any event, the flow of men and 
munitions to Palestine from the Soviet bloc can be expected 
to increase substantially. The USSR will undoubtedly take 
advantage of the .removal of immigration restrictions to in- 
crease the influx of trained Soviet agents from eastern and 
central Europe into Palestine where they have already had 
considerable success penetrating the Stern Gang, brgun, and, 
to a lesser extent, Haganah. 
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French officials in Paris and Indochina are attempt- 
teg to negotiate a temporary settlement of the French Vietnam 
dispute. High Commissioner Bollaert has been authorized to 
form a provisional Vietnam government headed by General 
Xuan, president of the Provisional Government of South Vietnam 
(Cochinchina). The formation of such a government may result 
in a transfer to France of the meetings with Bao Dai and might 
postpone indefinitely his return as head of a new regime. If 
a government, with nominal independence and geographic unify, 
should emerge under the reportedly ineffectual Xuan, the pros- 
pects for Internal stability would still be slim because of the 
postponement of the settlement of problems concerning finance, 
customs, and diplomacy. Ho Chi Minn, who is supported by 
80% of the population and who is allegedly loyal to Soviet foreign 
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-T OP SECRET 



policy, probably would then assume control; much of his support 
would come from elements who Insist upon a pjropaganda cam- 
paign against French use of the European recovery program 
to further French colonial policy. Because of the delicate balance 
of confaf ol exercised by the Schuman Government, the French 
will probably not risk a major policy decision involving liberal 
concessions on the controversial colonial Issue in Indochina. 
A temporary Xuan government, therefore, will have little chance 
of success. 
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78. Weekly Summary Excerpt, 18 June 1948, The Soviet Withdrawal From the Berlin 
Kommandatura 



■■SECRET ' « 

V P P E N D I X 

THE SOVIET WITHDRAWAL FROM THE BERLIN 
r KOMMAHD ATORA 

The situation in Berlin has been further complicated 
by a Soviet "walkout" from the 16 June meeting o£ the Berlin 
Kommandatura in a maneuver similar to the abrupt Soviet 
departure from the Allied Control Commission (4.CC) in 
March. As in the case of the ACC, further meetings are not 
scheduled, and the USSR may have decided to abandon com- 
pletely the facade of quadripartite control of the German 
capital. Through this action, the Soviet Union has improved 
its position for obtaining the consolidation of the Soviet Zone 
necessary for formation of an East German state or for seek- 
ing, through "conciliation," the establishment with the west- 
ern powers of more advantageous working arrangements for 
Germany as a whole, of for Berlin in particular. Soviet and 
Communist propaganda will undoubtedly claim that this latest 
Soviet action was f orced by the six -power announcement of 
plans for a provisional government of western Germany. 
\gitation for western withdrawal from Berlin may increase, 
but it appears doubtful that the USSR will make a formal de- 
mand for such withdrawal. 

H the USSR should proceed directly with the formation 
of an east German state, the withdrawal from the Kommanda- 
tura will provide Soviet propagandists with a "legal" claim 
for the incorporation of the Berlin Soviet sector into the east- 
ern 2one and will make possible increased pressure for the 
withdrawal of the western allies on the grounds that, having 
partitioned Germany, the western powers have no place in the 
Soviet Zone. 

On the other hand, current Soviet tactics may be de- 
signed to create an "emergency" situation which would either 
force the western powers to call for renewed meetings of the 
ACC or permit the USSR to take such action without loss of 
face. Through apparent concessions on the question of quadri- 
partite control of Germany or through the time-worn method 



- i - 



206 



78. (Continued) 



of obsilriate obstructionism the Soviet Union -would attempt 
to use such meetings to delay the realisation of allied p*ans 
for western Germany. In any event, the USSR will leave \ 
itself free to consolidate further its political and economic 
control of <£he Soviet Zone and will foe prepared, at any time 
that appears opportune, So declare the formation of an east 
German state with pretensions to sovereignty over the 
entire country. 



REGRET 
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79. Daily Summary Excerpt, 21 June 1948, Yugoslavia: Challenge to Kremlin Authority 



4. YUGOSLAVIA: Challenge to Krem lin authority seen -US 
Charge Reams In Belgrade believes that Yugoslav Insistence 
upon Belgrade as the site of the Danuhlan Conference, instead 
of some other Satellite capital as proposed by the USSR, 
* represents the first direct and irrevocable challenge by a 
Satellite to the Kremlin's supreme authority. According to 
Reams, Soviet acceptance of Tito's request reflects the 
Kremlin's belief that Tito's position is strong enough to re- 
quire the "traditional gradual undermining." 

(CIA Comment: CIA agrees that the Kremlin will 
not take any drastic steps immediately to "discipline" Tito. 
However, this Incident has highlighted for the Kremlin the 
need for reconciling -within fee Satellite states the conflict 
between national interests and international Communism. 
Consequently, the USSR may either tighten its controls over 
the Satellites by expanding direct Soviet participation in 
Satellite governments or attempt to ease the "nationalist" 
Opposition among Satellite Communists by making some 
economic concessions.) 
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80. Daily Summary Excerpt, 24 June 1948, Implications of Soviet- Satellite Conference; 
Germany: Soviet Solution for Berlin Problems Suggested 




JUN 1948 
720 



GENERAL 



1. Implications of Soviet-Satellite conference — US Embassy War- 
saw believes that the currant Soviet^SateHite meeting in Warsaw 
may have been called primarily to enable the eastern European 
powers to present a united answer to the London Conference on 
Germany. The Embassy concludes that the conference will be 
used as a major propaganda device to prove that the peoples of 
Europe overwhelmingly desire a "peaceful, democratic" solu- 
tion of the German problem. 

(CIA Comment: CIA. concurs with the Embassy's esti- 
mate and also considers it probable that an "Eastern Union" 
will be formed, avowedly to protect the USSR and its Satellites 
against aggression from a resurgent Germany sponsored by the 
West. CIA. also believes that at this conference the USSR may 
inform the Satellites of its intention: (a) to establish a provi- 
sional government for eastern Germany to coincide with the one 
contemplated for western Germany; or (b) to attempt to neutralize 
Germany's contribution to the European recovery program by 
expressing a desire, possibly couched in face-saving terms, to 
reach agreement on Germany with the West.) 



Document No. £ 
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EUROPE 

GERMANY: Soviet solution for Berlin problems suggested — 
US Ambassador Murphy reports from Berlin that ml T Soviet 
chief of liaison and protocol has suggested informally to the 
US liaison office? that possibly an adjustment of present zonal 
lines in Germany could be made in order to eliminate the fric- 
tion caused by US -Soviet contact in Berlin. Murphy indicates 
that this suggestion came during a general conversation, in the 
course of which the Soviet officer asked whether the US was 
not "skating on very thin ice" in relation to the danger of war. 
The Soviet officer evaded any specific answer as to whether the 
suggested "readjustment" would involve US withdrawal from 
Berlin in exchange for parts of Saxony and Thuringia. Murphy 
attaches significance to this suggestion because the Soviet 
officer is known to be an intimate of Marshal Sokoiovsky. 
Murphy believes that the suggestion may indicate a Soviet 
desire to bargain rather than force the present issue. 

(CIA Comment: CIA believes that the conversation is 
a feeler to test US determination to: (a) continue its present 
policies in Europe in the face of Soviet threats; and (b) remain 
in Berlin even if offered a face-saving chance to get out.) 
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81. Intelligence Memorandum 36, 24 June 1948, Probable Purpose of the Warsaw 
Conference 



I&reeter, CIA 24 3tm» %S4B 

Assistant Director, OBE , , 

probable lurposes of the Warsaw conference 

1. flae meeting in Warsaw of Soviet Foreign Minister 
MolotoY sad the Foreign ministers of the satellite states 
allegedly to die cuss the effects of, and a reply *»# 

the London Six-Power Agreement on western Gerateny 
apparently stems from the need to create an Eastern bloc 
Into which eastern Germany could be economically, if 
not politically, fitted to match the western power 
inclusion of western Germany in the European recovery 
program* Prom the f ormality of the meeting! from tee 
MBCift the delegate*! and from the e»p«rati*e,., . . 
publicity attending the gathering, some declaration 
of Importance may be expected at its conclusion* per 
psychological and political reasons* tfte intentions of 
the USSR warrant some * explanation* in advance to the 
satellites and a later pablie annotnKsement of satellite 
approval* 

2, At present three courses of action in Germany, 
or a combination of the three, are opes to the Wfg* 
Before adopting any of these courses, the tJSSH will 
probably announce the formation of an Eastern b!§c to 
defend itself against aggression from a resurgent 
Germany as established by the western powers* the 
Soviet action In Germany could bet 

a* Announcement of an Intention to permit the 
Germans to create a provisional government for 
eastern Germany! 

h* An attempt to open negotiations in order 
to delay Immediately further western action and 
to impede German contribution to ERF end 
eventually to achieve^ i&e overall, unif io#;m«n 
of Germany 1 through an 6OTC BBBOd^3iifl»gati4ife. the 
western pome**? ©*□ .eaeio ai sowaho oa 

c* Bsaedlate oataiai^M^-^-^ 0 ^^^^^^ 
independent east G%*mam aMirafilh. gropsgsnda 
pretension of beifig !C l^h% re#$erf£|on of me Reich. 

SEE fCEVEfi 
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S* ¥he degree of consolidation now reached would 
permit the gssr to lay the £ oundatloms for a provisional 
governstent, in suoh forms as a "esmocratle* 
constitution and "free ©lections'*, While a provisional 
government in the Soviet 2£ene would met iawa^wtse the 
economic benefits to the USSR, it weald balance the 
scale of political deveieptemts is Germany peimifctiag 
the Soviet Union, to save fees in any £art£uar 
negotiations. 

4* For reasons elaborated in(§peclal Evaluation 
Ho. 51. 12 Juno 194&, the USSR has been expected to 
attempt to enter into negotiations with the western 
powers la order to delay further or to prevent an 
appreciable western German contribution to the 
Eoroposn recovery pwgpm# f o be meeeptmble*; Bach 
.am attempt weald' have to he made before the BSSS 
took final action to establish a satellite state in 
eastern ©ersBany. Although soviet behavior in CNsrmsay, 
particularly In Berlin* has been far from conciliatory 
it has not been so definitive or final as to preclude 
farther negotiations and say even have been designed 
to force the western powers into discussions* 

S* As was set forth in ORE 20 - 48* 23 April 194B, 
the USSR has been engaged in consolidating political 
and economic control of eastern Germany to enable the 
USSR to create a eatellite German state at tbie time. 
But, as was also stated in special Evaluation Ho. 51, 
the benefits to the USSR from such « course would not 
now be substantially greater than those resulting from 
the present system* The action would* moreover* 
preclude the possibility of partial Soviet control 
over western Germany end Interference with the German 
contribution to the European recovery program. 

6* Consultation with the satellite states, while 
not absolutely necessary under such stringent control 
as exercised by the USSR* would he desirable in order 
to obtain public satellite support for propaganda 
and psychologies! reasons. Amy action resulting in 
the establishment of a Geaaaa Geverniaemt or in the 
unification of Germany* therefore* would warrant Soviet 
assurances to the satellites on matters of security* 
boundary or reparations claims, and on the typo ©f 
German state to be evolved* 
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?* 'la vies of these ams&toimi&mmt CIA be&ieag©* 
that the tfSSR is using the Warsaw cortforanco to lafom 
the gateT.Iitoa of soviet inteatioast 

a« fo fora aa *Eaafcem 'fniota" against fa^tlier 
Gohsbr agression, sponsored fey tbs w&tesm p&mms 

5© announce a progress* for tho fluoatioa, of 
a provisional govemaent watching i» tadtepeit&eme* 
and possibly in t&s&ig* tfee one contemplated in 
the voat; eitd 

e» £o iadieate a desire, po«stbSj coueiiad fa 
face-saving tersss* for resuaption of negotiations 
with the *est«m. powers es1«saaiW|S' to pesjait tSa® 
unificatioa of tsottaasy, bat actually to prevent 
the |? ea %iiB8t&3a of A"*"*"** piaas for weatejsa. 
oarssKoay* 
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SUMMARY 



Thft noetlna la Karaaw of soviet Forolgn Kinlntor 
llolotov said the foreign canisters of the satellite 
states to <ilccuiso the London agreeswats on Gerstany 
apparently stems from the desire to create an eastern 
bioa Into which eastern aeraany could be econcaaloolly. 
If not politically* fitted to Batch the tnclngTort of 
western Oorrsany in the European recovery program. 
Sons declaration of Importance raey be expected at 
the conclusion of this neetlng* frobsbljr the 
formation of an "Eastern union" to protect the USSR 
and its satellites against aggression frees a 
weatcrn-sponsored reeurgaut canaany. Following that, 
the USSR say adopt one of three e e g g ssa or & 
combination, these mm <*) mmamim*e& , 
Intention to permit the oernans to create * provisional 
governsaent for the Soviet Zone} (b) an attempt to 
achieve the overall unification of eeraany through 
an agreement with the western power*! and (c) isnaediate 
establlstejont of en allegedly independent east Cteraan 
state* pttrportedly a restoration of the Gensan Reich. 
CXft. believes that the GSSE has convened the Warsaw 
westing to establish the "Eastern Union" end to Inform 
the sat ellit es of its Intention to announce a program 
for the creation of a provisional government la 
•astern oersany watching In independence, and possibly 
in timing* the one contenplated In the west and to 
express a desire* possibly eenehed tojfc«e-*a*lng 
terms, to reach an eventual solution with the western 
powers to perolt a unification of oeraany that weald 
be eatlsfaa*ory to all Interested nations. 



Deputy Assistant Director 
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82. Daily Summary Excerpt, 25 June 1948, Germany: French View on Berlin Crisis; 
Palestine: Jewish Extremists Increasingly Active 




e? JON 1948 

721 



EUROPE 



1. GERMANY: French view on Berlin crisis — A high official 
of the French Foreign Office has expressed to US Ambassador 
Caffery his personal views that: (a) the western powers erred 
seriously when the Berlin crisis first arose by overstressing 
the importance of remaining in the city and announcing that 
they would remain at all costs; (b) Berlin is not in fact "any 
more quadripartite" than western Germany, in which quadri- 
partite control has long been abandoned; and (c) in the face 
o£ aggressive Soviet action, the western powers would en- 
counter almost insuperable difficulties in Berlin and, even 
if able to maintain military and governmental forces, they 
could not avoid a decline in prestige through remaining there. 

(CIA Comment: CIA believes that even though a slight 
decline in prestige of the western powers would result from 
their remaining in Berlin in the face of Soviet aggressive action, 
such a loss would be far less than that they would suffer through 
a withdrawal. Moreover, any apparent weakening of tripartite 
solidarity on the Berlin situation would greatly reinforce Soviet 
determination to drive the western powers from the city.) 
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TOP SECRET 

■ . - A 

N&AR EAST-AFRICA 

3. PALESTINE: Jewish extremists increasingly active— US 
Consulate General Jerusalem reports that during ihe past 
few days Irgim Zvai Leumi and the Stem Gang (Jewish 
extremist groups) have become increasingly active in 
Jerusalem. Both groups have, in contravention of the UN 
truce terms, brought reinforcements, arms, and supplies 
into the city and have taken over strategic areas which they 
are converting into fortified enclaves. The Consulate Gen- 
eral has learned from various sources that the USSE is 
providing the Stern Gang with arms and money through the 
Satellites, particularly Poland. These sources also believe 
that the USSE will make every effort to increase its support 
as an effective means of gaining a foothold for subversive 
activities in Israel. The Consulate General feels that the 
Jewish extremists may become increasingly embarrassing 
to the Israeli authorities and may attempt to thwart any 
effort to settle in a reasonable way the present Jewish- 
Arab impasse. 
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83. Weekly Summary Excerpt, 25 June 1948, Soviet Desire to Reopen Quadripartite 
Negotiations on Germany 



-SECRET-"* 
EASTERN EUROPE 



The continued Soviet desire to re-open qu adripartite 
negotiations on the German problem has been indicated by the 
faiiere of the Warsaw Conference to produce formal plans for 
a provisional government of eastern Germany and the Warsaw 
communique calling for a further four -power attempt to unify 
Germany. Concurrently, intensified Soviet obstructionism in 
Berlin appears designed to force the western powers to agree 
to renewed discussions in which the USSR would undoubtedly 
demand that the entire German problem be reconsidered. 
These Soviet efforts are prompted primarily by a desire to 
obtain some measure of control of western Germany, parti- 
cularly the Ruhr, or at least to sabotage or slow down the 
■western program, including European recovery, rather than 
by any sincere desire for a just and equitable solution of the 
German question. The communique of the Warsaw Conference, 
in its appeal for German unity and renewed efforts for quadri- 
partite agreement, provides the Kremlin with a propaganda 
theme which will undoubtedly attract many adherents not only 
in Germany but throughout western Europe and the US. 
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84. Daily Summary Excerpt, 30 June 1948, Implications of Possible Approach to West by 
Tito; Germany: Alleged Plans for East German Government 




4. topjUcattons of possible approach to west by Tito —The TJS 
Uiutary Haval Attaches in Belgrade, la raising the ques- 
tion of poBsfiale approaches by Marshal Tito for US support 
against the USSR, recommend the "boldest possible exploita- 
tion" of any such defection in "the keystone of the Soriet- 
Batalllto ttructnre." The Attaches believe that to wttlbstandtog 
Soviet pressure Tito would have good prospect of success if 
given fall support from the west The Attaches, however, 
reconttoad that the US take action only through propaganda 
taitil approached by the Yugoslavs. 

(CIA Comment: Although Tito may extend cautious 
feelers to the west, it Is more probable that ha will postpone 
any direct request for western support until toe Kremlin has 
definitely closed all further avenues for a rapprochement. 
K the Kremlin denies the implied request for direct contact 
made In his 29 June answer to the Comtoform resolution, Tito 
may then be forced to seek western aid against Soviet retalia- 
tion.) 




84. (Continued) 




EUROPE 

7. GERMANY: Alleged plans for east German government— Well - 
Informed but untested CIA sources report that: (a) an east t 
German government, to be called an ' All German Government,' 
will be announced In the near future; (b) Otto Nuschke, member 
of the Christian Democratic Union and co-chairman of the 
Volksrat (People's Council), -will be the Prime Minister; 
(c) indications are that the USSR Intends to have the Volksrat 
emerge as a ready-made government; and (d) the co-secretary 
of the Volksrat Is working on e. draft peace treaty which must 
be ready for submission to the People's Congress in September. 

(CIA Comment: CIA believes that the USSR has drawn 
up plans for ah east German state which, In Its provisional 
nature and approximate timing, will ostensibly parallel the 
scheduled west German government. The implementation of 
the Soviet plan, however, probably will be delayed until the 
USSR can "justify" its action by rlairaing that the western 
powers have ignored the plea for German unification in the 
Warsaw communique.) 




219 



85. Weekly Summary Excerpt, 2 July 1948, Berlin Blockade; Intensified Communist 
Activity in Italy; Yugoslavia's Defiance of the Kremlin's Authority 



WESTERN EUROPE 



GERMANY 

The Soviet Union has fa rther threatened the position of 
the western powers in Berlin by increasing existing restrictions 
on communications between the city and the western Bones. The 
recent Soviet action in catting off all rail communications and 
road and barge traffic represents the near -maximum curtail- 
ment of ground facilities within Soviet capabilities. On 23 Juna 
when the new embargoes were pat into effect, the western sec- 
tors had food stocks adequate for a six-week minimum German 
ration and fuel stocks to supply light, power, and water for three 
weeks. The Soviet action, ostensibly taken in retaliation against 
the western decision to introduce the new west German currency 
in Berlin, has two possible objectives: either to force the western 
powers to negotiate on Soviet terms regarding Germany, or fail- 
ing that, to force a western power withdrawal from Berlin. 

The USSR does not seem ready to force a definite show- 
down but for the present appeal's more inclined to compel the 
western powers to negotiate locally regarding Berlin in the hope 
that such negotiations could be broadened to include Soviet de- 
mands on major issues such as the Ruhr. The USSR is attempt- 
ing by various means to find a face-saving method within Germany 
of reconvening the Allied Control Council. Having abandoned its 
recent efforts to use the Polish mission in Germany for this 
purpose. Soviet officials have apparently directed the Commu- 
nist -controlled Socialist Unity Party representatives on the 
Berlin City Assembly to propose that city officials ask that the 
ACC be convened. Present indications are that the Assembly 
will make such a request and the USSR will seize upon it as a 
means of reconvening the Council and possibly also the Kcm~ 
mandatura. Although Communist, leaders in Soviet-controlled 
areas have probably prepared an action program designed to 
create a revolutionary situation in the western sectors, the 
USSR presumably will not direct that such a program be put 
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SECRET— ^ 



GERMANY 

fully into effect until it has exhausted less drastic pressure 
devices and until public unrest develops. 

The Soviet Commander, Marshal Sokolovsky, has at- 
tempted to reassure the Germans and the western powers that 
hie new restrictions may only be temporary. The western 
powers are inclined, however, to take Sokolovsky' s remarks 
with a large grain of salt. For the present, the German popula- 
tion in the western sectors continues markedly anti -Soviet and 
supports the strong stand taken by the western powers. Its 
faith has been further strengthened by determined US -UK efforts 
to fly in supplies and by continued evidence that the UK and 
French position remains firm. This German population may 
be expected to give loyal and effective support to the western 
powers, unless its will is sapped by starvation or its determi- 
nation weakened by a belief that a western withdrawal is in- 
evitable. 

Soviet propaganda and policy moves in Germany d uring 
the past week have been very "closely coordinated, ii-toviet- 
licensed newspapers in the Soviet sector of Berlin hammered 
at their "panic theme of hunger and unemployment in the 
western part of the city. Propaganda both within and without 
Germany emphasized that the western powers were forcing a 
"split Germany" upon the German people. The Warsaw Con- 
ference accused the western powers of splitting Germany down 
the middle while Soviet-licensed papers in Berlin demanded 
that the western powers declare themselves ready to conclude 
a peace for all of Germany. Meanwhile, the USSR kept the back- 
door open from the mounting Berlin impasse by carefully ex- 
plaining in all propaganda releases that the Soviet restrictive 
actions are made necessary by technical difficulties rather 
than by political motives. 
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ITALY 

ggeatly, intensified Communist activity iu Italy . including 
a full-scale attack against the European recoferyl>T6>;ram and 
a general strike scheduled for 2 Jsdy, may be expected as a 
result of new instructions received from, the Cominform. In 
accord with these orders, Italian Communists will probably de- 
nounce the London agreement on Germany as a partitioning act 
and will defend any Soviet counteraction as mows to assure 
eventual unity of Germany under a "democratic" government. 
The Communists may also engiaeer an ostensible separation 
from the Left Wing Socialist Party in order to increase the 
effectiveness of that group. K the Socialist Party at its current 
Congress should swing from pro-Communist to a mora moderate 
position, the Communists might abandon the Popular Front device 
and demand that pro-fusionist Socialists merge with the Commu- 
nists. This would enable the Communists to pose as she only 
party representing the Italian working class, and as such, claim 
the right to participate in the Government. 
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EASTERN EUROPE 



YUGOSLAVIA 



Tito s two -f old defiance of. the Kr emlin's authority, 
in flatly rejecting the Cominform's criticism and in advocating 
a Balkan federation, has confronted the USSR with the necessity 
of making a decision which will have far -reaching effects upon" 
the Soviet Union's eastern European empire and upon the Krem- 
lin s control over Communist Parties throughout the world. 
Although the Kremlin undoubtedly feels the need to take some 
decisive action to regain prestige, it is faced with the unpleasant 
realisation that: (1) drastic retaliation against Tito might prompt 
him to"withdraw from the Soviet bloc; and (2) any accommodation 
with Tito win mean a considerable loss of face. This decision 
is complicated by the further realization that the Comintern's 
emphasis upon the "internationalist" character of Communism 
will probably weaken the Communist Parties of western Europe 
through the defection or elimination of "nationalist" elements 
and fellow travellers. The Kremlins awareness of Its difficult 
position Is indicated by. its treatment of this dispute as one merely 
involving Communist Parties and not governments. The Kremlin 
may, therefore, continue to handle the matter on a Party level in 
the hope of reaching some solution which will both foe face-saving 
and prevent the defection of Yugoslavia from the Soviet bloc. 
While seeking a solution, however, the USSR can be espested to 
tighten its controls drastically over the other Satellites in order 
to prevent any emulation of Tito's example. Moreover, the USSR 
will eventually e&ert maximum pressure, short of war, to elim- 
inate Tito and his lieutenants. 

Ttfo^sjgonthraed ^gto bow to the Kremlin reflects 
Ms realization that the die is cast and any precipitate retreat 
on his part would be tantamount to political suicide. By 
following Ms answer to the Cominform with a oublic announce- 
ment of a detailed Yugoslav Communist Party program and 
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YUGOSLAVIA 

referring only indirectly to the Cominform resolution, Tito 
indicated that he still hopes to force the Kremlin to modify 
the Cominform decision and accept Yugoslavia as a Mi- 
fledged partner in the Soviet family rather than as a vassal 
of the USSR. Thus, Tito will probably extend no feelers 
immediately, to the west, because such action would further 
jeopardise any chance of a favorable rapprochement with 
the Kremlin. Moreover, Tito's re -affirmation of the princi- 
ples of Mars and Lenin and his pledge of continued co- 
operation with the USSR hi foreign policy, matters have- in- 
creased the difficulty of achieving any early rapprochement 
with the west except in the sphere of economic relations. 
Meanwhile, Tito can be expected to take steps to strengthen 
his position internally while simultaneously supporting 
Soviet foreign policy, and maintaining close relations with 
the other Satellites. However, whenever Tito considers that 
rapprochement with the Kremlin becomes unlikely, fee will 
probably extend cautious feelers for western support against 
the USSR. 

Communist Parties in the other Satellites are too 
vulnerable to Soviet force to risk a break with the Kremlin 
and therefore will probably not in the near-future emulate 
Tito's recent example in defying the Cominform. However, 
if Tito wins substantial concessions from the Kremlin or is • 
successful in breaking away from Kremlin control, the 
"internationalist" Communists in the Satellites will face 
greater obstacles in controlling those "nationalist" Communist 
elements (particularly in Bulgaria and Hungary) which are re- 
portedly already rebelling against blind obedience to the 
Kremlin. Tito's action confronts Bulgaria with a more diffi- 
cult decision than any other eastern European nation* Bulgaria 
and Yugoslavia have achieved close economic and miitery 
cooperation since, the end of World War IX. Moreover, both ■ 
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■ YUGOSLAVIA' 

countries are involved in conflicting claims on Greece and 
Macedonia. Although the possibility cannot be eliminated 
that Bulgarian Communist Premier Dimitrov will accept 
Tito's bid for a Balkan federation, it is more probable that 
Dimttrov will continue to hew to the Kremlin line because: 
(1> his rivalry with Tito for leadership in the Balkans mili- 
tates against any rapprochement; (2) through his long training 
in Moscow and his association with the Comintern, he has 
grows too Internationalist-minded to -defy Communist Party 
discipline; and (3) he realizes that the USSR could retaliate — 
by force, if necessary — effectively against Bulgaria. 

The recent Cominform Mast against Tito and the 
stand -to -the -death statements of various Communist leaders 
against the European recovery program reveal that the ex- 
panded duties of the 1948 Cominform include the role of inter - 
Satellite taskmaster for the. Kremlin. As a result of the dispute 
with Tito, the Cominform headquarters will probably be moved 
from Belgrade to Prague. Czechoslovak Communists have 
already announced that future editions of the official "Corn- 
inform Journal" will be distributed from the Czechoslovak 
capital. Besides its action in disciplining Tito, the Comin- 
form apparently also laid down for all Party members a strict 
line to be taken concerning the European recovery program. 
Since the meeting,- French Italian, and Trieste Communists 
have publicly stated that they will exert every effort to destroy 
the European recovery program. This, is in strong contrast 
to public statements made by French and Italian Communist 
leaders prior to the Cominform meeting which were compara- ~ 
tiveiy lacking in hostility. 
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86. Weekly Summary Excerpt, 9 July 1948, Eastern Europe: Yugoslavia 




EASTERN EUROPE 



YUGOSLAVIA 

■ Is^taaLg-^oacUiatioa between Tito and ate Kremlin 
appears to be a diminishing prospect in the face of Tito 5 3 deter - 
xp.lm.Uan to keep the initiative by emphatically publicizing Ms 
position. Meanwhile, the USSR and the Satellites (except for 
Albania) continue to maintain the fiction that the dispute is 
bete/een the Yugoslav Communist Party and .the Comintern and 
not between governments. The door thus is feeing left open for 
a bilateral, solution between Tito and the Soviet Union. However, 
there has not yet been any indication of a Kremlin decision on 
future handling of Tito, fci reaching this decision, the Kremlin 
mast face the realization that: (!) the longer the dispute re- 
mains unresolved, the more difficult it will be to find a face- 
saving formula for a rapprochement; and (2) any drastic disci- 
plinary measures against Tito would further endanger the 
solidarity of the eastern bloc and increase the possibility of. 
an understanding between Tito and the west. Meanwhile, the 
USSR appears to be making preparations for large-scale rail 
movements across Hungary, Although these reported ©repara- 
tions may be designed primarily to evacuate Soviet troops and 
dependents from Hungary, and although Soviet armed intervention 
in Yugoslavia is unlikely in the immediate future, the fact remains 
that Hungary is a logical area in which to assemble Soviet troops 
for an intensive war of nerves against the rebellious Tito. • 

fa taking direct ^^{^^gajn^H^e- Yngoglav Government, 
Albania has become the only Satellite to make TWS^fection" 
a governmental as well as a party problem. Albania presumably 
has taken this strong stand because the Hcxha regime: (1) fears 
Soviet retaliation more than Yugoslav counteraction; (2) expects 
Tito s defeat and hopes Albania will thereby gain a more favor- 
able position in the Soviet orbit; (3) resents Yugoslav exploitation 
of Albania s economy; and (4) wishes to seize this opportunity to 
end a subservient relationship. Despite the belligerency of Hosha's 
attacks on Tito, Yugoslavia is not likely at present to risk the 
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YUGOSLAVIA 

consequences of an armed attack on Albania. Moreover, so long 
as Tito's dispute with the Comiaform remains unresolved, the 
possibility increases that Yugoslavia's relations will also de- 
teriorate critically with neighboring Bulgaria and Hungary. Such 
a development would create additional obstacles to an eventual 
accommodation between Tito and the Kremlin. 

Yugoslav pressure against Greece and Trieste will be 
considerably lessened as a consequence of Tito's break with tha 
Cominiorm. In Greeee, Tito's recent, actions have created ob- 
stacles to coordinated support of the Markos regime by Yugoslavia, 
Bulgaria, and Albania. Also, Tito will be reluctant to divert to 
Markos scarce war materiel and supplies necessary to strengthen 
his own position against possible Soviet retaliation. Moreover, 
because Albania must now rely upon the USSR for its supplies, 
Albania's contribution to the Markos forces can be expected 
gradually to decrease or at least become more spasmodic- m 
Trieste, Yugoslavia has lost the support of the local Communist . 
Party which, despite its former dependence on the Yugoslav Com- 
munist Party for directives and funds, is hewing to the Cominform 
line. Yugoslavia has thus been denied its most effective weapon 
for economic and political infiltration of Trieste. 



The possibility of Yugoslav economic overtures to the 
west will cause the Kremlin to proceed slowly and cautiously in 
threatening Tito with economic sanctions. Initially at least, any 
curtailment of Soviet-Satellite exports to Yugoslavia will be made 
only on strategic materials, such as munitions and oil, which 
would directly strengthen Yugoslavia's military potential. Already, 
shipments of Hungarian exports to Yugoslavia are reported to 
have been stopped while Rumanian oil destined for Yugoslavia 
has" reportedly been diverted to Bulgaria. Czechoslovakia, which 
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YUGOSLAVIA. 

is currently feeing economic difficulties resulting from unsatis- 
factory trade relations -with the other Satellites, may add to the 
Kremlin's problem by seizing upon the present Yugoslav situa- 
tion as a pretext for increasing trade with the west, claiming 
that the reduction of exports to Yugoslavia makes it necessary. 
Possibly in anticipation of increased Soviet economic pressure, 
Yugoslavia has recently become more accommodating in econom- 
ic negotiations with Italy. 
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87. Weekly Summary Excerpt, 16 July 1948, International Communism; Establishment of 
Competing Regimes in Korea 



SECRET- 



EASTERN EUROPE 

Internationa l Communism apparently is entering a 
"holding operation phase, the second period of its develop- 
ment following World War H. During this phase, the Kremlin 
apparently intends to strip all Communist parties down to a 
hard core of fanatically faithful adherents. The first postwar 
phase was characterised by Communist attempts to build a 
broad base of popular support in all countries. Recognizing 
signs of diminishing returns la this program, the Kremlin is 
apparently willing to risk the loss of popular support in order 
to build a stronger core of Communist faithfuls. The dis- 
appointing Communist showing in the Kalian election and the 
more recent defection of Yugoslav Communist leaders have un- 
doubtedly Indicated to the Kremlin that a tightening of Com- 
munist ranks was long overdue. The Cominform attack upon 
Tito was the signal for all Communist parties to reassess 
their membership. Although the popular following of local 
Communist parties will be reduced somewhat, the militant 
potentialities of the hard-core Communists, especially in 
Europe, will remain unaffected. 
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KOREA 

The establishment of two competing "national" regimes 
tn Korea now appears imminent. The National Assembly in 
South Korea has adopted a constitution and is scheduled to 
announce the formation of the Republic of Korea in early August; 
the US plans to recognize this regime as "the national Cover men t 
of Korea envisaged by the General Assembly resolutions." Con- 
currently, the hastily reconvened North Korean People's Council, 
after denouncing US "unilateral" action in South Korea, has pro- 
mulgated its own Soviet-model constitution and has scheduled 
elections on 25 August for the establishment of a Democratic 
Korean People's Republic in which South Korea will ostensibly 
be represented. The USSR undoubtedly will recognize its North 
Korean puppet regime as "national" in character and follow its 
formation with renewed pressure for the withdrawal of all occupa- 
tion forces. The Soviet aim will be to deprive the US of an oppor- 
tunity to establish a native security force in South Korea adequate to 
deal with aggression from the North Korean People's Army. 

-13 - 
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88. Daily Summary Excerpt, 17 July 1948, USSR: Reasons for Soviet Replies on Berlin; 
China: Soviet Ambassador Urges End of Civil War 




17 JUL 1948 

739 ■ 



. USSR: Reasons for Soviet replies on Berlin — US Military D^^l 
Attache Moscow advances the following: probable reasons for 
the strong Soviet reply to the Western Power notes concern- 
ing Berlin: (a) the Politburo reasons that the Western Powers 
are not prepared to fight over Berlin and no other course will 
be effective in maintaining the western position; (b) the Kremlin 
is determined to extend its control in Germany as far as practi- 
cable by all means short of war; and (c) the Soviet Union feels 
the need of making a show of Soviet strength for propaganda 
purposes following its recent political reverses. 

(CIA Comment: CIA concurs with the analysis presented 
by the US Military Attache.) 
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FAR EAST 




5. CHINA: Soviet Ambassador urges end of civil war — US * 
Embassy Nanking reports that Soviet Ambassador'Roshchln J 
and the Chinese Minister of the Interior recently held a six- 
hour conversation conCf3rning the civil war, during which the 
Ambassador urged that the Chinese civil war be brought to 
an end for the sake of all concerned. The Embassy expresses 
the opinion that this approach by the Soviet Ambassador 
suggests: (a) the USSR is concerned that US aid may strengthen 
the National Government; (b) the Chinese Communists are weaker 
than they appear to be; and (c) Soviet officials may have relatively 
little respect for the Chinese Communists, and that the USSR will 
continue to propose Soviet assistance as mediator in the Chinese 
civil war. 

(CIA Comment: White CIA is not in a position entirely 
to discount Embassy Nanking's explanation of the Soviet Am- 
bassador's approach, CIA considers that the following considera- 
tions are pertinent: (a) the USSR may estimate that a continuation 
of hostilities would insure continued US aid and further extension 
of US influence over Nationalist China; (b) the USSR may reason 
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that once hostilities had ceased, Communist political penetration 
could be accelerated, especially if a coalition government should 
take over; and (c) the USSR recognizes that it would reap sub- 
stantial propaganda benefits from a successful Soviet mediation 
of the civil war. 
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89. ORE 45-48 Excerpt, 22 July 1948, The Current Situation in China 



ORE 45-48 




THE CURRENT SITUATION IN CHINA 



SUMMARY 



The position of the present National Government is so precarious that its fall may 
occur at any time. It is quite likely, however, that it may survive with diminishing 
power for some time, but soon become only one of several regimes exercising govern- 
mental powers independently in Nationalist China. Even with the current US aid pro- 
gram, the present National Government has little prospect of reversing or even checking 
these trends of disintegration. The increasing instability in Nationalist China will 
facilitate the extension of Chinese Communist military and political influence. 

Within Nationalist China the power and prestige of Chiang Kai-shek is steadily 
weakening because of the unsuccessful prosecution of the war under his leadership 
and his apparent unwillingness and inability to accomplish positive reforms. Op- 
position, both within the Kuomintang and among dissident elements, centered chiefly 
in Hong Kong, is gathering strength. In addition, deteriorating economic conditions 
are exerting a cumulative impact on the political structure of the National Government. 
Furthermore, the military forces of the Chinese Communists have been able to seize 
the tactical initiative on an increasingly large scale. Even with current US assistance, 
it is improbable that the Nationalist Army can successfully defend all of its present 
territories. 

In foreign relations, questions concerning the neighboring states of Japan and the 
USSR are of paramount interest to China for reasons of security. Chinese opinion 
favors a "hard" peace settlement with Japan so as to prevent the resurgence of that 
country as a Great Power. It is equally important for China to maintain correct and 
if possible friendly relations with the USSR, for China unaided cannot match Soviet 
power. Implementation of US aid to China is complicated by the question of the extent 
of US controls and supervision, and US insistence upon accompanying economic, po- 
litical, and military reforms. The USSR thus far has refrained from overt material 
assistance to the Chinese Communists and continues to recognize the National Gov- 
ernment, but it is apparent, nevertheless, that Soviet sympathies lie with the Chinese 
Communists. Even if US aid should prove effective, this might prove to be only a 
temporary advantage for the National Government, since it might be offset by Soviet 
counter-aid to the Chinese Communists. 

The prospect for the foreseeable future in China is at best an indefinite and in- 
conclusive prolongation of the civil war, with the authority of the National Govern- 
ment limited to a dwindling area in Central and South China and isolated major cities 
in north and northeast China, and with political and economic disorder spreading 
throughout the country except possibly in Communist-held areas. The worst prospect 
is complete collapse of the National Government, and its replacement by a Chinese 

Note: The information in this report is as of 11 June 1948. 

The intelligence organizations of the Departments of State, Army, Navy, and the Air Force ' 
have concurred in this report. 
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Ctornmunist-controlled regime, under Soviet Influence If not under Soviet control, and 
uncooperative toward the US il not openly hostile. The latter development would 
result In an extensive loss of US prestige and Increased Communist Influence through- 
out the Far East, as well as an intensification of threat to US Interests In the Western 
Pacific area. 
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90. Weekly Summary Excerpt, 23 July 1948, Slackening Bulgarian Support for Greek 
Guerrillas 



SECRET 



BULGARIA 

Slackening Bulgarian, support for the Greek guerrillas 
is indicated by Bulgarian press treatment of the fighting in 
Greece. Instead of front page reports of Markos successes, 
the press has been carrying small back page paragraphs assert- 
ing that Markos is repulsing all attacks. This press treatment 
lends credence to unconfirmed reports that Bulgaria ceased 
shipping arms to Markos shortly after the Cominform attack 
on Tito. E this development can be interpreted as an indica- 
tion that the USSR has temporarily "written off" the Greek 
venture, such a Soviet decision would have been prompted by: 
(1) a desire to conserve Bulgarian and Albanian military strength 
in case of trouble with Yugoslavia; (2) Inability at this time to 
reconcile conflicting nationalist interests between Greek, Bul- 
garian, Yugoslav, and Albanian Communists concerning the 
disposition of Greek Macedonia and Thrace; and (3) the diffi- 
culty of achieving guerrilla success without direct intervention 
which would increase the risk of open conflict with the US. S, 
however, the guerrillas are able to prevent a decisive Greek 
Army victory in the Grammes area, the Kremlin may order its 
Satellites to increase their support of the Markos regime. 
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91. Daily Summary Excerpt, 27 July 1948, Control of Berlin Believed Primary Soviet 
Objective 
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GENERAL 




Ambassador Smith in Moscow detects no real evidence of 
an urgent Soviet desire to negotiate the overall German 
question and suggests that the USSR is at present primarily 
interested in liquidating Berlin as a center of western in- 
fluence. Smith observes, however, that this does not imply 
that the USSR is abandoning its objectives in western Ger- 
many. Smith believes that the USSR might be induced tempo- 
rarily to forego "the battle for Berlin" if sufficiently attracted 
by western power concessions on all of Germany. 


6 - TS 


(CIA Comment: CIA remains of the opinion that con- 
cessions on western Germany are the primary Soviet objectives 
and considers that unilateral control of Berlin Is a secondary 
aim of the USSR.) 
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92. Weekly Summary Excerpt, 30 July 1948, Rumors of Dissension in the Soviet Politburo 



'SECRET" 
EASTERN EUROPE 



SOVIET UNION 

Recent rumors of dissension within the Politburo appear 
exaggerated. Almough differences of opinion regarding Soviet 
strategy undoubtedly exist among the members of the Soviet rul- 
ing body, it is unlikely that these men, who owe their present 
positions to Stalin, would find it possible to engage in serious 
disputes so long as Stalin re ma fas the arbiter of Soviet policy. 
Whatever may be their personal differences and animosities, 
it seems certain that the members of the Politburo continue 
to work together as a team and confine their rivalry to jockey- 
ing for Stalin's favor or to competing for control of the Party 
machinery in order to hold the best possible position at Stalin's 
death. Until recently Andrei Zhdanov, chief Soviet ideological 
spokesman, seemed to have gained the upper hand over Malenkov 
in a contest for control of the Communist Party apparatus. 
Latest indications are that Malenkov has regained his power- 
ful post as a secretary of the Central Committee, which trans- 
mits the decisions of the Politburo to lower Party organs. 
Zhdanov may have to bear the responsibility for the inept 
handling of the Cominform denunciation of Tito. Malenkov's 
resurgence may be a rebuke to Zhdanov for his handling of the 
Yugoslav situation and could foreshadow a lessening in his 
influence and prestige. 
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93. Weekly Summary Excerpt, 6 August 1948, Germany: Far- Reaching Political and 
Economic Reorganization in the Soviet Zone 



^-SECRET » 



WESTERN EUROPE 



GERMANY 

A far -reaching political and economic reorganization 
now Is under way In the Soviet Zone. The German Popular 
Front, the original Soviet -sponsored political organization, 
is being abandoned in favor ot a group of political parties com- 
pletely loyal to Communism and backed by reliable Commu- 
nist police. Leaders of the Christian Democrats and Liberal 
Democrats, both members of the Popular Front, are being 
liquidated or eliminated. Members of these two parties are 
being herded into the National Democratic Party and the 
Farmers Party, both headed by Moscow -trained German 
Communists. The Socialist Unity Party (SED), upon which 
the USSR -will rely to control an eastern German Satellite 
state, is being reduced to a compact organization responsive 
to Cominform direction. The economy of the eastern zone, 
with its arrangements for Soviet control and exploitation, 
now resembles that of the Satellites. The former German 
Central Administration concerned with economic affairs is 
being subordinated to the SED -dominated German Economic 
Commission. Industrial combines, which are responsible to 
zonal authorities instead of to officials of various states in 
the zone, will direct nearly all industrial activities. The 
dominance of state -owned or controlled enterprises will spell 
the eventual elimination of effective competition from privately- 
owned business and will simplify central control of the economy. 
Control in the agrarian field will be effected through the poli- 
tically-sponsored peasant cooperative movement, which operates 
to the disadvantage of the independent farmer, When these ex- 
tensive reforms are completed, integration of the eastern zone 
economy with that of the western zones can be accomplished 
only with extreme difficulty. 
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94. Weekly Summary Excerpt, 3 September 1948, Soviet Union: The Death of Zhdanov 



EASTERN EUROPE 



SOVIET UNION 

Altho ugh the sadde n dea th of Zhdanov , for whatever 
cause, removes a key figure from the Soviet directorate o£ 
world Communis m and at least one obstacle to some form of 
temporary rapprochemeat with Tito, it will probably have csly 
a limited effect upon over -all Soviet policy. Zhdanov directed 
the Comlnform denunciation of Tito, and it is possible that the 
other members of the Politburo may feel that his death gives 
them an opportunity to correct an ineptly handled situation 
■without loss of face. Although a temporary agreement with 
Tito is possible, the dispute appears to be based upon funda- 
mental differences which would require a Ml capitulation on 
the part of either Tito or the Kremlin. 

The loss of Zhdanov creates a serious organizational 
problem for the Kremlin. He was the only Politburo member 
with extensive experience in dealing with foreign Communist 
parties, and he has headed the postwar ideological purification 
of Soviet arts and sciences. In addition, he had exercised in- 
creasing authority in the party organization since the end of 
VforW War Tt, Maleakov appears to be the most likely pros- 
pect as Zhdanov's successor both in the party and in the Corn- 
inform. The re -emergence of Maienkov as a secretary of the 
Central Committee in mid -July may have been because of 
Zhdanov's deteriorating health. Malenkov lacks Zhdanov's 
experience and prestige among foreign Communist parties, 
however, and he cannot be expected to fill the breach caused 
by Zhdanov's death for some time to come, 

Although Zhdanov undoubtedly exerted considerable in- 
fluence on Soviet policy, his death will not bring about any major 
changes In the policies formulated by the Politburo, m any 
event, Molotov's position as probable successor to Stalin has 
been substantially strengthened by the elimination of a capable 
and ambitious rival. 
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95. Weekly Summary Excerpt, 10 September 1948, Poland: Recent Conflict Within the 
Communist Party 



-SECRET- 



POLAND 

Recent conflict within the Polish Communist Party, as 
revealed by Wladyslaw Gomulka's removal as a Polish Com- 
munist Party leader, represents another rebellion by a national- 
istic faction -within Satellite Communist parties against Moscow- 
enforced discipline when the interests of the nation are con- 
cerned. The Polish situation might have resulted in another 
Tito-rift except for the presence of 125,000 Soviet soldiers within 
Poland the fact that Poland borders the USSR and the fact that 
Poland s Communist Party was a "three -man ' show. Great 
efforts were made within the party to patch up the differences 
with Gomulka and his public recantation quickly presented an 
unbroken front to the world. Despite Ms recantation and his 
retention as First Vice -Premier and Minister of Recovered 
Territories, Gomulka is not long for Polish political life. 
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96. Daily Summary Excerpt, 17 September 1948, China: Growing Nationalist Sentiment 
for Neutrality 



4g 17 SEP 1948 
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FAR EAST 

2. CHINA: Growing Nationalist sentiment for neutrality — US a , A * 
Embassy Nanking has been informed by u a usually reliable ■§ 
source that a new clique in the Nationalist Government has m 
the objective of keeping China neutral in the event of an Rl 
"tnevitable" US-USSR war. The Embassy suggests that this 
information, combined with information that the Chinese 
Foreign Minister and the Soviet Ambassador have recently 
held several secret conferences, indicates that a Foreign 
Office group desires neutrality and is willing to appease the 
USSR considerably. The Embassy believes, however, that 
Chiang Kai-shek is basically pro-US in his orientation. The 
Embassy continues to believe that the USSR is seeking con- 
trol of all of China via a Communist-Nationalist coalition. 

(CIA Comment: Although current reports from Chinese 
sources concerning the growth of pro-Soviet sentiment in the 
National Government probably have a basis of truth, they may 
be designed primarily to exert pressure for more US aid. 
CIA believes that the USSR favors a Communist -Nationalist 
coalition in China, and will attempt to mediate in the Chinese 
civil war and to establish such a coalition at a time when Chiang 
Kai-shek has suffered major military reverses or Is faced with 

a new political -economic crisis.) ^ 0<ifu3hW m * ffT 

NO CHANGE in Class. □ 



Class. C. y3 



TOP ODGRBT j:;- , 4 Api> 77 

Auth: ro."; i. ' 77/1763 : 
Date: By: KL\ 



242 



97. ORE 60-48 Excerpt, 28 September 1948, Threats to the Security of the United States 



ORE 60-48 



THREATS TO THE SECURITY OF THE UNITED STATES 



SUMMARY 



1. For the foreseeable future the USSR will be the only power capable of threat- 
ening the security of the United States. The Soviet regime, moreover, is essentially 
and implacably inimical toward the United States. 

2. The power of the USSR to endanger the security of the United States Is a con- 
sequence not only of Soviet strength, but also of the weakness and instability prevalent 
in Europe and Asia and of weaknesses in the military posture of the United States. 
The principal restraint on hostile Soviet action is the greater potential strength of the 
United States. 

3. Soviet strengths and weaknesses and specific Soviet capabilities to threaten 
the United States and US security interests overseas are set forth within (paragraphs 
2-17). 

4. In generat, the probable basic intentions of the Kremlin for the next decade are : 

a. To avoid war with the United States, but to exploit to the utmost, within 
that limitation, the coercive power inherent in the preponderance of Soviet military 
strength in Eurasia, relying on the disinclination of the United States to resort to war. 

b. To build up as rapidly as possible the war potential of the Soviet orbit, in an 
effort to equal and surpass, eventually, the war potential of the United States. 

c. To wage political, economic, and psychological warfare against the United 
States and its allies, with a view to undermining their potential strength and increasing 
the relative strength of the USSR: in particular, to prevent or retard the recovery and 
coalition of Western Europe and the stabilization of the situation in the Near East and 
Far East. 

d. To exploit every opportunity presented by the weakness and instability of 
neighboring states to expand the area of Soviet domination by political and subversive 
means. 

5. Although the Kremlin is unlikely to resort deliberately to war to gain its ends 
within the next decade, it would do so if ever it came to consider such a course expedient, 
particularly if convinced that time was on the side of the United States. In this respect 
the situation will remain critical pending the successful accomplishment of US efforts 
to redress the balance of power. Moreover, there is constant danger of war through 
accident or miscalculation. 

6. In any case, the fundamental hostility of the Soviet Government toward the 
United States and its formidable military power require, in common prudence, that 
the United States be prepared for the eventuality of war with the USSR. 

Note: The intelligence organizations of the Departments of State and Army have concurred in this 
report. The Air Intelligence Division, Air Intelligence Directorate, Department of the Air 
Force has also concurred, but see comments in Enclosure A, p. 10. For a dissent by the Office 
of Naval Intelligence, see Enclosure B, p. 11. 
The information in this report is as of 13 September 1948. 
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98. Daily Summary Excerpt, 2 October 1948, Possible Soviet Reversal on Palestine 



^ ' 2 OCT 1948 

TftP" 8ECBET 



GENERAL 



1. Possible Soviet reversal on Palestine — US Embassy Moscow 
has been informed by an Arab source that Soviet Deputy 
Foreign Minister Zorin told him that the Soviet position con- 
cerning Palestine Is now subject to review because the par- 
tition plan of 29 November 1947 is not being carried out. The 
implication, according to source, was that a dramatic Soviet 
reversal might take place if the UN General Assembly at- 
tempted any solution for Palestine other than reaffirmation 
of its original resolution. 

(CIA Comment: CIA does not believe that the USSR will 
change its support in the General Assembly from the Israelis 
to the Arabs. CIA believes, however, that the Soviet Union 
will oppose the adoption of a solution based on the US-UK 
supported Bernadotte proposals and will insist upon the original 
UN partition plan.) 
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99. Daily Summary Excerpt, 4 October 1948, France: USSR May Finance French Coal 
Strike 




* 4 OCT 1948 

805 



EUROPE 

FRANCE: USSR may finance French coal strike — According a./n- s. 

to US Embassy Paris, the French Interior Ministry has been 
authentically informed that Communist Party Leader Duclos 
recently told the French Communist Party: (a) the USSR 
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considers It absolutely necessary for the Communists to re- 
enter the French Government; and (b) the USSR will finance 
the French Communist Party in order to achieve this aim 
and possibly -will support the French coal strike. 

the Communists hope to prolong the coal strike for two or 

three weeks and thus deliver a severe blow on the eve of 

^ater. the Kremlin has arranged for the 

halting of shipments of coal from Poland to France durine 
this strike. 

(CIA Comment: CIA. believes that the Communist 
strategy of trying to obtain a "Popular Front" Government 
by inducing economic and political chaos would be materially 
advanced by Soviet financial aid. It is unlikely, however 
that the Center and Right would consent to admit the Com- 
munists into such a Government, although some Socialists 
might be inclined to do so in order to recoup their 
labor and political losses.) 
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100. Daily Summary Excerpt, 9 October 1948, Germany: Preparations for Eastern German 
Government 
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2. GERMANY: Preparations for eastern German government-- 
CIA has been informed by a usually reliable source thaf 
the Volksrat in Soviet Zone Germany has drawn up a 
constitution for an "Eastern German Republic" which Is 
to be announced "in the near future." Source reports that 
Co-chairman Grotewohl of the Socialist Unity Party is 
considered to be a most likely minister-president of 
such a government. 


t/fl - See. 
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(k,IA comment: CIA believes that the USSR will 
by November have established a German police organiza- 
tion through which it can at any time set up an eastern 
German government without any real lessening of present 
Soviet control. The creation of such a government would 
not necessarily involve a Soviet troop withdrawal. CIA 
believes that the German figurehead for a Soviet Zone 
government will be Wilhelm Pieck, not Grotewohl, and that 
the real Communist leader in Germany will continue to be 
Walter Ulbricht.) 
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101. Daily Summary Excerpt, 11 October 1948, Possible Communist Strategy in Western 
Europe 




1. Possible Communist strategy In western Europe — According 
to US Ambassador Kirk in Brussels, Belgian authorities view 
the Communist offensive in France and present Communist 
preparations for a wave of labor agitation In Belgium as parts 
of a general, coordinated effort to create social and political 
instability in western Europe. US Ambassador Caffery in 
Paris reports the conviction of Interior Minister Moch that 
"France is now the battlefield chosen by the Kremlin in an 
attempt to bring western Europe to Its knees." The French 
Interior Ministry believes that chief Communist efforts in 
France are now centered on the railways in order to prevent 
the delivery of Saar coal. The Ministry is hopeful, however, 
that the attitude of non Communist unions, combined with firm 
police actionem prevent a major stoppage. 

(CIA Comment: CIA agrees that the Communists are 
directing a labor offensive against western Europe as a whole. 
CIA considers that the major drive is being made in France 
because it is the most vulnerable country, economically and 
politically.) 
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102. Weekly Summary Excerpt, 15 October 1948, The Communist-Inspired Strikes in 
France 



—SEGREF— 



The Communist-Inspired strikes in France are de- 
signed primarily as an additional and timely weapon with 
which to further the Kremlin's primary goal of defeating 
the European recovery program. Consequently, the fate 
which befalls the French Communist Party as a result of 
the strikes is a secondary consideration to the USSR. The 
current Communist attack in France reflects the Soviet 
belief that such action, if taken before western aid restores 
French political and economic stability, would seriously 
dislocate the French economy and dissipate the beneficial 
effects of the European recovery program throughout 
western Europe. However, in choosing France as the 
first major battleground in its fight against European 
rehabilitation, the Kremlin has run the risk of precipi- 
tating De Gaulle's return to power and of possible outlawing 
of the Communist Party. Regardless of the outcome of the 
strike offensive in France, the Communists can be expected 
to resort to similar direct tactics in other ECA countries. 
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103. Weekly Summary Excerpt, 29 October 1948, UN: Soviet Veto on Berlin; Germany: 
Soviet Action in Eastern Germany 



UNITED NATIONS 

Soviet representative Vishinskv's moderate veto 
statement, made during the voting on the Security Council 
compromise proposal, suggests that the USSR may be 
interested In an eventual face-saving solution of the Berlin 
dispute. Vishinsky barely referred to the contention of the 
USSR that the UN has no jurisdiction over the Berlin contro- 
versy. The Soviet representative defended the veto largely 
on the grounds that the proposed ending of the blockade and 
the Introduction of the Soviet currency in Berlin were not 
to be simultaneous. This implicit willingness to accept the 
UN as a forum for negotiation on Berlin Indicates that there 
is still some possibility that the USSR is Interested in find- 
ing a compromise solution to the dispute. 

The Soviet Union may now be inclined toward concilia- 
tion because it recognizes that the Berlin blockade has failed 
to dissuade the western powers from proceeding with a 
separate organization for western Germany or to force them 
out of Berlin. The USSR may even recognize that the present 
success of the airlift, combined with the firm stand of the 
western powers, has: (1) raised western prestige in Germany 
and increased German hostility to the Soviet Union; (2) spurred 
western plans for rearmament and military coalition; and 
(S) precipitated the local problem of Berlin into a crisis 
of world scope, far exceeding Soviet calculations. While 
awaiting further developments In the UN, the USSR will also 
look for positive evidence that the airlift can, or cannot, 
overcome the Berlin winter. 
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GERMANY 

Soviet action to eastern Germany during the past three 
months indicates that the Kremlin Is accelerating prepara- 
tions which would permit the establishment of an eastern Ger- 
man government capable of assuring Soviet domination with 
or without the support of Soviet occupation troops. The Com- 
munist-dominated Socialist Unity Party (SED) is undergoing 
a purge which will ultimately replace all members of non- 
Communist parties and unreliable Communists now holding 
key positions in the SED with reliable Stalinist Communists. 
The cadre thus formed will become the Instrument for tighten- 
ing Communist control of the SED, the Volkskop.gr ess, and 
other Communist front organizations. In conjunction with 
Soviet domination of the German Economic Commission and 
the Administration of the Interior, the SED will contribute 
materially to Soviet control of eastern Germany through a 
Communist minority. Moreover, a disciplined SED will facili- 
tate Soviet-Communist control of the Soviet sector of Berlin 
following the anticipated split in the Berlin city government 
after the 5 December western sector elections, m addition, 
eventual Soviet domination of eastern Germany is being 
facilitated by efforts to strengthen and reorganize the Adminis- 
tration of the Interior. The Administration, through the 
SED party structure, is now in practically full control 
of the zonal government down to a county level; the frame- 
work of the Administration thus is strikingly similar to 
the centralized police system of the Nazi regime. The 
Administration can now exercise most c? the powers of a 
Ministry of the Interior in a totalitarian state, including 
control of public prosecutors through the criminal police. 
Approximately 15,000 specially trained and selected police, 
under the control of the Administration and quartered in 
barracks throughout the Soviet Zone, are being equipped 
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GERMANY 

with carbines and machine guns, and they may eventually 
be equipped with heavier weapons. In the hope of appealing 
to German nationalism, this new police force may be headed 
by Germans formerly identified with the Free German Com- 
mittee. 
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104. Weekly Summary Excerpt, 29 October 1948, Prospects for Invasion of South Korea by 
the North 



KOREA 

An armed invasion of So uth Korea by the North 
Korean Peoples Army is not likely until US troops have 
been withdrawn from the area or before the Communists 
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KOREA 

have attempted to "unify" Korea by some sort of coup. 
Eventual armed conflict between the North and South 
Korean governments appears probable, however, in the 
light of such recent events as Soviet withdrawal from 
North Korea, intensified improvement of North Korean 
roads leading sooth, Peoples' Army troop movements 
to areas nearer the 38th parallel and from Manchuria to 
North Korea, and combined maneuvers. Communist 
agents have been directed to intensify disturbances in 
South Korea in November, ostensibly to facilitate an in- 
vasion early in 1949. Although this invasion may not 
materialize, such disorders as the recent Yosu uprising 
(in which a Communist-led constabulary unit attacked 
town police and constabulary officers) would bolster a ' 
Soviet claim before the UN that the South Korean regime 
is unpopular and supported only by the police and the US 
Army. Proven Communist complicity in such incidents 
may react against the USSR in the UN, but Communist 
efforts to initiate riots and strikes will continue in order 
to pave the way for North Korean control of the entire 
peninsula following the withdrawal of US forces. 
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105. Weekly Summary Excerpt, 5 November 1948, Soviet Union: Stalin Interview 




EASTERN EUROPE 



SOVIET UNION 

Premier St alin's recent PR A VP A interview apparently 
indicates some shift in the Kremlin's estimate of its capabili- 
ties for achieving its Immediate objectives In the Berlin dispute. 
The USSR probably still wants a negotiated settlement of the 
Berlin issue on terms which would permit ultimate Soviet con- 
trol of Berlin and Communist penetration of western Germany. 
The Kremlin apparently believes, however, that such terms 
probably cannot be obtained from the western powers under 
present circumstances. Stalin's interview may therefore have 
been intended to prepare the ground, both within the Soviet 
Union and abroad, for further unilateral action on Germany, 
possibly including partition and the establishment of an east 
German state. The Soviet people have never been told of the 
real gravity of the Berlin situation and therefore need to be 
prepared for any step as drastic as the renunciation of "co- 
operation" with the western powers. As Soviet propaganda 
designed for foreign consumption, the Stalin interview reiterates 
the allegation that the western powers are responsible for pres- 
ent world tension and warns the West that the USSR may proceed 
unilaterally in Germany. The uncompromising stiffness of 
Stalin's remarks therefore suggests that in the absence of a 
facesaving compromise, the USSR is prepared to accelerate 
preparations for the formation of an east German state. 

Soviet propaganda preparations for the annual celebration 
of the October Revolution sharply contrast with the extravagant 
preparations being heralded throughout the world at this time 
last year. The less than a dozen news items about the anniver- 
sary which have appeared may reflect Kremlin preoccupation 
with the world situation. This year's slogans which will be used 
to define the Communist "line' during the next twelve months 
represent little change from the pattern of themes emphasized 
last year. 
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106. Weekly Summary Excerpt, 12 November 1948, China: Decisive Battle Beginning; 
Soviet-Satellite Support of Clandestine Air Activity to Palestine 




FAR EAST 



CHINA 



The decisive battle for Central China is beginning. 
At least 16 Communist columns are sweeping down both sides 
of Hsuchou in a pincer movement which can either destroy 
that vital Nationalist base or, by isolating it, drive directly 
against Nanking. The imminent collapse of the ill -trained 
and dispirited Nationalist forces in the Hsuchou -Nanking area 
will probably mark the end of ail organized Nationalist mili- 
tary resistance. In North China, the present inactivity prob- 
ably foreshadows a forthcoming Communist attack in the 
extremely vulnerable Peiping-Tientsin-Kaigan area. The 
eclipse of the Nationalists in Manchuria is complete, follow- 
ing Nationalist evacuations of Yingkou and Hulutao. 

The imminent bankruptcy of the Chinese National 
Government, presaged by the panicky refusal to accept 
gold yuan in Shanghai and Nanking, may soon result in the 
lifting of foreign exchange controls to permit free dealing 
in US currency and bullion. In Shanghai, the price cf rice 
has reportedly increased 80 times over the ceiling price 
prevailing last week, and the refusal of farmers to ship food 
to these cities has heightened the critical food shortages. 

The National Government, beset by unprecedented 
military and economic debacles, continues to exert every 
effort to avert political collapse on the home front. Regard- 
less of the refusal of several Kuomintang officials to serve 
on the Cabinet and the suggestions of some Cabinet members 
that a peace be negotiated with the Communists, Chiang Kai- 
shek appears determined, at the moment, to continue his fight 
against the Communists to the bitter end. A satisfactory 
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solution of the Cabinet crisis is unlikely, however, in view of 
the hopelessness of the general situation and the unwillingness 
of prominent Nationalist leaders to accept responsibility for 
forming a new Cabinet. 

A tremendously increased Soviet war potential in the 
Far East may result eventually from Communist control of 
Manchuria and north China. With the Communists controlling 
these areas, including Shanghai, the USSR would have a "strong 
voice" in the operation of both the extensive harbor facilities 
and the transportation net in this vast area. This greatly in- 
creased transportation potential, if developed by an aggressive 
rehabilitation program, could permit the USSR to undertake 
an ambitious industrial expansion in north China and Manchuria. 
Such an expansion in these areas would provide the USSR with 
an agrarian -industrial base capable of supporting a far more 
formidable military force In active combat than it can presently 
maintain there. The creation of a major industrial complex 
in Manchuria would enable a large Soviet military force to live 
almost entirely off local production and to depend upon the 
limited capacity of the vulnerable trans-Siberian railroad 
only for highly critical items. The self-sufficiency of any 
Soviet military establishment in the Far East would be further 
augmented by the utilization of the warm water ports along the 
north China coast. Shanghai has extensive dry dock and repair 
facilities which could be rapidly converted to the production 
of both merchant and naval vessels. 
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SOVIET-SATELLITE SUPPORT OF 
CLANDESTINE AIR ACTIVITY TO PALESTINE 



Allegations of direct Soviet support of the Israeli 
military machine were contained in public charges recently 
made by a former pilot of the Israeli Air Transport Com- 
mand. The pilot's statement, much of which is supported 
by evidence already available, gives a detailed account of 
the organization of the Israeli Air Force and the Israeli 
Air Transport Command and describes the methods used 
in secretly flying considerable quantities of aircraft and 
munitions from Europe into Palestine. The pilot's specific 
charges of direct Soviet support, however, cannot be sub- 
stantiated at this time. His testimony confirms reports 
that Prague has been a major center for the procurement 
of airplanes and munitions for shipment to Israel. Coordi- 
nated government direction of these procurement and ship- 
ment activities is clearly indicated by the number of Czecho- 
slovak government agencies already implicated. These 
agencies include: (1) Czechoslovak consuls who have been 
instructed to issue visas for Israelis and foreign volunteers 
enroute to Czechoslovakia for training; (2) the Czechoslovak 
Air Force which has conducted the pilot training program, 
issued Czechoslovak uniforms to the trainees, and placed 
military airfields at the disposal of foreign aircraft operators 
engaged in arms-running to Palestine; and (3) the Czecho- 
slovak Communist security police who have protected these 
various activities to insure secrecy and prevent local inter- 
ference. Moreover, the Communist Party in Czechoslovakia 
has organized a corporation, with Israelis holding a minority 
interest, for the express purpose of facilitating the sale and 
delivery of Czechoslovak munitions to Israel. 

Although there is no indication of the precise role 
played by the USSR in the Czechoslovak arms traffic, these 
activities could have been undertaken only with the approval 
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of the Soviet Union. The sale of arms and munitions to the 
Israelis certainly has served the Soviet desire to protract 
the conflict in the Near East. (Czechoslovakia has contracted 
to supply arms and munitions to Arab states as well as Israel.) 
At the same time, Czechoslovakia has been provided with much- 
needed hard currency. The same dital purpose probably 
inspired Yugoslavia to previde an airfield in southern Yugo- 
slavia for clandestine air operations to Israel. 

There is some evidence that Soviet and Czechoslovak 
enthusiasm for the support of Israel is diminishing. Israeli 
representatives in Prague have reported to the US Embassy 
that the Czechoslovak Government: (1) intends to discontinue 
the training of Israeli pilots and the recruitment of volunteers 
to serve in Israel; (2) is now exercising more rigid control 
over the movement of Jewish refugees through the country; 
and (3) is investigating the offices of the American Joint 
Distribution Committee which handles for Israel the distri- 
bution of Jewish DP J s. Q 

3 The USSR and Czechoslovakia 
may simply believe that greater caution is needed in order 
to forestall charges of violating UN truce obligations. On 
the other hand, the USSR may be convinced that the Israelis 
have won their fight and that Soviet purposes will be better 
served by a closer balance of military power between Israel 
and the Arab states. 
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THE TREND OF SOVIET-YUGOSLAV RELATIONS 



SUMMARY 



Tito's defiance of the Cominform has precipitated the first major rift in the 
USSR's satellite empire and has struck at the very core of the Stalinist concept of 
Soviet expansion through world Communism; for, if the Kremlin should decide as a 
result of the Tito affair that local Communist parties cannot be relied upon as effec- 
tive instruments for maintaining Soviet control over its Satellites, the Soviet leaders 
must then re-examine their present techniques. The primary results of such a re- 
examination will probably be (1) to purge thoroughly all Communist Party leadership 
of unreliable elements and (2) to take strong measures aimed at neutralizing the 
widespread anti-Soviet antagonism of the Eastern European peoples. 

Early reconciliation between Tito and the Cominform is unlikely. Tito will be 
wary of a reconciliation because the present Soviet regime will never forgive his kind 
of heresy and will, despite any temporary rapprochement, inexorably seek his over- 
throw. Moreover, the Kremlin cannot afford the loss of face and denial of its infal- 
libility which would result from admitting that Tito had been even partially right. 
Meanwhile, the Kremlin appears to be presently unable to institute effective discipli- 
nary measures against Tito short of armed invasion, and Tito will seek to avoid any 
steps which might provoke the USSR into taking such action. Consequently, neither 
Stalin nor Tito will risk an immediate complete break between the two countries in 
the hope that developments will eventually produce some satisfactory solution of the 
present impasse. An accommodation between the two countries, however, will become 
increasingly difficult. As each state takes steps to consolidate its position, the dif- 
ferences between them will assume greater ideological as well as practical intensity. 

Despite this gradual widening of the breach between Yugoslavia and the USSR, a 
Kremlin decision to use its potential to overthrow Tito by force would be motivated less 
by Yugoslav actions than by international developments. The possibility of direct 
Soviet action might increase if international tension increases the possibility of war, 
or the USSR deliberately launches World War III. 



Note: The information herein is as of 5 November 1948. 

The intelligence organizations of the Departments of State, Army, Navy, and the Air Force 
have concurred in this report. 
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THE FEEMLTN "PEACE OFFENSIVE" 



Despite the recently headlined Kremlin "peace 
offensive," continued Soviet -Communist pressures and 
expansion in various parts of the -world indicate that any 
"softening" by the Soviet Union should be regarded only 
as a temporary tactical adjustment and not as a prelude 
to a sweeping revision of Soviet policy toward the west. 
The "USSR apparently now intends to exploit the US refusal 
to engage in bilateral negotiations on Germany as a further 
example of U£ insincerity in the quest for world peace. 

".Vestem Europe Soviet pressure continues unabated in 

western Europe. Jn France, the Commu- 
nist-dominated General Confederation of Labor, which called 
the still unsettled coal strike and which is campaigning for 
rotation strikes in other industries, admitted publicly that 
groups of miners in the USSR and its Satellites were provid- 
ing funds to finance idle strikers, hi the western zones of 
Germany, the Communists are organizing youth and factory 
calls in preparation for increased agitation, hi \ustria, Soviet 
occupation authorities recently sought to counteract slowly 
improving economic conditions by demanding another allot- 
ment of locomotives and rolling stock as war booty . This 
action, combined with recent Soviet success in intimidating 
Austrian officials by arresting a number of lustxian citizens, 
may lead \ustria to waver in its cooperation with the west- 
ern powers. 

Near East The return of Soviet \mbassador Sadchikov to 

Tehran may presage a renewed campaign against 
the US arms program and US military missions in Iran. The 
latest incident in the Soviet "war of nerves" is the occupation 
by the USSR of a strip of territory claimed by Iran and located 
along the Soviet border east of the Caspian Sea. Soviet pressure 
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will probably be restricted to demands for an oil concession 
in Iran and repeated charges that US military aid violates 
the 1921 Soviet -Iranian Treaty of Friendship. 

Janan As a part of expanding operations in the For East, 
the USSR has increased its activity and interest in 
Japanese affairs. Molotov's recent reiteration of Kremlin 
interest in the early conclusion of a Japanese peace treaty 
may be the beginning of a propaganda campaign designed to 
harass US occupation authorities. In late September, the 
USSR again requested that "those powers most interested" 
be authorized by the Far Eastern Commission to exercise 
international controls over Japanese industry which would 
extend beyond those established by a formal peace treaty. 
The Soviet member of the Allied Council for Japan has also 
been sharply critical of both the Japanese Government and 
SCAP during the past three months. As one measure of 
Soviet intent in the Far East, radio transmitting facilities 
of several Siberian broadcasting stations beaming propaganda 
to Japan have been strengthened so that virtually any standard 
Japanese radio set can pick up the signal. 

China Advance propaganda announcements by prominent 

Chinese Communists suggest that the USSR is pre- 
paring the way for more active participation in Chinese 
affairs, fa the most recent announcement, Liu Shao-chi, 
member of the Chinese Communist Central Committee, 
attempted in a radio commentary to prove that Chinese 
patriotism was not incompatible with "proletarian inter- 
nationalism." Although the philosophical subtleties of Liu's 
reasoning will largely escape the rank and file of Chinese 
Communists, this public acknowledgment of Soviet primacy 
in the conduct of local Communist Party affairs probably 
represents the beginning of a Soviet -sponsored "educational" 
campaign to prepare the Chinese for a dominating role a 7 the 
USSR in China. 
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CENTRAL INTELLIGENCE AGENCY 



19 November 1948 



INTELLIGENCE MEMORANDUM NO. 76 
SUBJECT: Economic Trends in the USSR 



The economy of the USSR has improved rapidly since 1945 but pro- 
duction is still slightly below the 1940 level. In terms of ruble values 
the Soviet Union is meeting the objectives of the fourth Five- Year Plan, 
but in terms of physical units of production many key industries are 
failing to attain their goals. Despite the recent Soviet announcement 
that during the first nine months of 1948 total production exceeded the 
average 1940 level by 14 percent, an analysis of the various industrial 
and agricultural components that make up this production index reveals 
a less favorable picture of Soviet Economic revival. 

It must be emphasized that this is an over-all production figure which 
fails to reveal the lack of essential uniformity in production increases 
throughout the numerous segments of the economic complex. Some 
branches of industry have exceeded their norms while others have fallen 
short The failure of some segments of industry to meet the plan require- 
ments has far-reaching effects in a planned economy. Under the current 
Five-Year Plan, those main groups which have failed to reach 1940 pro- 
duction levels include: steel, transportation, agriculture, heavy construc- 
tion, machine tools, and basic heavy machinery. The failure of these 
important branches to regain their 1940 levels presents serious difficul- 
ties to the Soviet, planners and detracts from the sizeable advances over 
1940 made by such industries as chemicals, petroleum, coal, aluminum, 
and electric power. > 

Further factors which should be taken into account in evaluating the 
general production increase are as follows: 

a. A disproportionately large part of production must constantly be 
assigned to maintenance and repair of inefficient plants and low-quality 
equipment 
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b. A part of the increase In production must be attributed to the 
addition of industry and resources in newly acquired territory. 

c. A sizeable part of additions to industrial capacity resulted from 
reparations, war booty, and exploitation of Satellites. To this must be 
added the productive and technical ability of engineers, technicians, 
skilled and semi-skilled labor in POW camps, and those groups brought 
in from occupied and acquired areas. 

Economic recovery to the 1940 levels, then, is not as complete as 
the Soviets imply. It must be emphasized, however, that their state- 
controlled economy requires relatively little change in mobilization 
for war and has forced consumer goods production to the barest mini- 
mum both in time of war and of peace. This permits greater emphasis 
on capital goods production than is possible in capitalist countries and 
basically strengthens their economy. 

In international economic relations, the Kremlin is currently inten- 
sifying its efforts to acquire specific items of industrial equipment and 
raw materials from the West, partially as the result of the combined 
Soviet-Satellite inability to make up these deficiencies within Eastern 
Europe. The ability of the Soviet countries to obtain those items will 
depend in part upon (1) the extent and effectiveness of export controls, 
and (2) trade concessions that must be made in the interests of Western 
European recovery. 

While economic considerations alone do not determine Soviet foreign 
policy, the state of the Soviet economy currently acts as a deterrent on 
the implementation of Soviet aggressive designs. The above analysis 
of Soviet economy, therefore, tends to substantiate the belief that Soviet 
efforts will continue to be concentrated upon (1) consolidation of control 
over ttoe Eastern European Satellites and over occupied Germany and 
Austria; and (2) furthering of Moscow-dominated Communist expansion 
through the activities of native Communist parties. The current rate of 
improvement in the Soviet economy will not in itself warrant substantial 
changes in the timetable of Soviet policy implementation. 

Selected fields of the Soviet economy are commented on in Enclosure A. 
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FRANCE 



Soviet Pressure The Soviet Union continues to exploit 

French defeatism and fears of a resur- 
gent Germany. Apparently convinced that France is the 
weakest link in western European defensive planning, the 
USSR has: (1) chosen France as the place to concentrate 
Communist attacks upon the European recovery program; 
(2) stepped up its propaganda campaign against western 
plans for Germany and the Ruhr; (3) implied that the Spanish 
Pyrenees, ratter than the Rhine, would be the US "frontier" 
in Europe; and (4) indirectly proposed, on a governmental 
level, that France renounce the western bloc in order to 
insure world peace and French security. At a time when 
France s internal problems portend the fall of the Queuille 
Government and the rise of De Gaulle, the Kremlin can be 
expected to continue its cynical exploitation of French fears 
and prejudices which has already caused many Frenchmen 
of varying political convictions to consider critically the 
implications of France's alignment with the west. 
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Communist Labor Soviet determination to throw the full, 

world-wide resources of Communist 
labor against the European recovery program is manifested 
by Soviet support of the striking French coal miners. The 
Communist-controlled Secretariat of the World Federation 
of Trade Unions (WFTU) has called for "tangible demonstra- 
tions in support of the French miners. Simultaneously, 
the Soviet, Polish, Czechoslovak, Yugoslav, and Rumanian 
labor movements have contributed 90,000,000 francs (about 
$288,000). This unprecedented public aid, which actually 
is insignificant in comparison to the total clandestine Soviet 
support of the French strike, clearly demonstrates the ail- 
inclusiveness of the Soviet effort to sabotage the European 
recovery program. The WFTU appeal, directed primarily 
to western labor, may draw minor contributions from left- 
wing labor groups in Italy, the UK, and the US. However, 
the apoeal will be flatly rejected by British and US national 
labor organizations which support the European recovery 
program and will hasten their formal withdrawal from WFTU. 
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THE BERLIN DISPUTE 

Despite the Soviet Union's acceptance of the proposal 
by the UN neutrals to continue negotiations on the Berlin 
currency question, Soviet establishment of a regime for 
east Berlin, by completing the political and administrative 
division of the city, has greatly increased the obstacles to 
a settlement of both the Berlin dispute and the entire German 
question. The USSR has utilized the UN negotiations to gain 
time for consolidating the Soviet position in Berlin and eastern 
Germany. Moreover, by exerting greater pressure upon the 
western powers to withdraw from Berlin, the USSR has now 
relegated the currency question to relative insignificance 
in comparison to the far more explosive problem inherent 
in the establishment of two separate governments in Berlin. 

"Rump" Government Establishment of a Communist 

"rump" government in Berlin 
represents a Soviet attempt to counter the 5 December elec- 
tions in the western sectors and to block UN interference 
in city affairs. This latest move has placed the Kremlin 
in the position of being able to make "paper" concessions 
to the west on four -power currency control for Berlin with 
the knowledge that such concessions can only be imple- 
mented through a centralized administration in the city. 
Thus, even if agreement on currency is reached, these re- 
cent Soviet moves will make it necessary for any future con- 
ference on the Berlin dispute to deal with the problem of city 
government. In such a conference, the USSR might demand 
a consolidation of the two separate city governments. Any 
resulting "compromise" government would: (1) provide the 
USSR with Communist representation in key positions, far 
out of proportion to that which could reasonably be expected 
in an open general election; (2) increase Communist ability 
to impair the functioning of the Berlin government; and 
(3) strengthen the Soviet potential for undermining the posi- 
tion of the western powers in Berlin, 
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Economic Consequences The immediate effect in Berlin 

of the creation of a separate 
Communist government will be to intensify the political 
and economic impasse by making normal city government 
virtually inoperable, f ollowing the 5 December elections 
in the western sectors of the city, the USSR may complete 
the economic split of the city by carrying out its already 
publicized threats to take measures which would: (1) require 
workers living in the Soviet sector and working in the western 
sectors or vice versa to change either their place of residence 
or their place of employment; (?) force some of the industrial 
and commercial enterprises in the west sectors to stoo pro- 
duction while municipal gas lines, water mains, and sewers, 
now functioning as a city -wide unit, were being reconstructed 
to fit sector boundaries; (3) seriously impair maintenance and 
operation of surface transportation; (4) cut off electricity 
for the S-Bahn intercity trains in western sectors; (5) stop 
subways and elevated trains at zonal boundaries; and (6) disrupt 
telephone, telegraph, and postal services while they were being 
re-established on an east-west zonal basis. 



Tightening Blockade In addition to possible Soviet actions 

which would completely cut off still 
functioning municipal services from the western sectors of 
Berlin, recent re-groupings of the Brandenburg land police 
suggest that the USSR may throw a cordon around the western 
sectors of the city. Hitherto, a considerable unofficial barter 
of goods and a lively traffic in illicit items between the western 
sectors of Berlin and Soviet-occupied territory have materially 
relieved the needs of the western sector population. Although 
the Soviet noose around Berlin has been deliberately left loose 
because of trade advantages derived by the USSR, energetic 
police action could substantially reduce those important com- 
mercial operations. If mis tightened blockade is imposed and 
effectively implemented, a material increase in the airlift 
will be necessary in order to maintain the present level of 
health and economic welfare of western sector residents. 
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Communist Policy Recent statements from authoritative 
Chinese Communist sources empha- 
size the strong ideological affinity existing between the 
USSR and the Chinese Communist Party (CCP) and indicate 
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that Soviet leadership, especially In foreign affairs, will 
probably be faithfully followed by any Communist -dominated 
government in China. This pro -Soviet orientation has been 
revealed by: (1) recent Chinese Communist statements 
echoing the Soviet view that "the world is divided into two 
camps and (2) the CCP Central Committee endorsement 
in July of the Comtnform condemnation of Tito. Chinese 
Communist propaganda has been accusing the "US State 
Department and US espionage organizations" of jointly 
plotting to "destroy the national liberation movement ' in 
China. Thus a convenient pretext is being fabricated for 
possible future suppression or liquidation of those Chinese 
Communists unwilling to follow the Stalinist line. 
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Israeli Policy Although the Kremlin is unlikely to alter its 

basic policy toward Israel before the 85 Jan- 
uary Israeli elections, the recent marked change in Czecho- 
slovakia '"e earlier friendly attitude toward Israel may reflect 
an impending change in Soviet tactics in the Near East- Csecho- 
slovak authorities have cancelled the Israeli military training 
program and the Government lias allegedly forbidden unscheduled 
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SOVIET UNION 

air flights to Israel. This latter move, by curtailing clandes- 
tine arms shipments, represents an obvious financial loss to 
Czechoslovakia and was probably dictated by the Soviet 
Union. The USSR may estimate that the establishment of 
Israel as a disruptive force in the Arab world has now been 
accomplished and that further military aid to a country of 
basically pro-western sympathies would ultimately prove 
prejudicial to Soviet interests In the Near East. Nevertheless, 
the Soviet Union, in the faint hope that Israel's pi"o-western 
alignment may change after the 25 January Israeli elections, 
has not yet altered its basic policy of politically supporting 
Israel. 
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SOVIET UNION 

Austrian Treaty Soviet willingness to resume four -power 
discussions on the Austrian peace treaty 
may be accompanied by a more conciliatory attitude in an 
attempt to achieve an early settlement. Prospects have im- 
proved for a Soviet compromise on the major points of dis- 
agreement which were not resolved during the last conference. 
The USSR may ostensibly champion the Yugoslav people by 
initially supporting Yugoslav territorial claims, in order to 
strengthen the Soviet bargaining position with the West. Be- 
cause of the Tito-Stalin sift, however, it is unlikely that the 
USSR will wish to break off negotiations over this issue. 
Moreover, the Kremlin may now consider that: (1) a rehabil- 
itated Austria could serve as a bridge over which needed 
western materials and machinery could flow to the USSR; 
and (2) despite the calculated risk of quadripartite withdrawal, 
an "unoccupied" Austria may be more susceptible to Commu- 
nist infiltration. These considerations may impel the USSR 
to adopt a more reasonable approach to the thorny question 
of external German assets in regard to both the lump sum 
to be paid by Austr ia to the USSR for restoration of German 
external assets and' the amount and type of properties to be 
turned over to the USSR. The achievement of a reasonable 
compromise would also strengthen Soviet propaganda claims 
that the USSR is leading the world effort to further peace. 
Consequently, as long as the Kremlin considers it possible 
to reach an Austrian settlement, the USSR is unlikely to 
initiate strong measures which would disrupt the present 
quadripartite administration. 
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EASTERN EUROPE 



Communist Penetration Soviet determination to use the 

World Federation of Democratic 
Youth (WFDY) and its component national youth movements 
as instruments for the penetration of western European 
armed forces is suggested by a report that WFDY delegates 
recently attended a secret Parts conference held for this 
purpose. Although the WFDY Ms become an increasingly 
effective arm of Communist propaganda (it claims 50 million 
members in 60 countries), it has ostensibly left penetration 
work to Communist Party cadres. The Soviet delegate at the 
Paris Conference, however, reportedly discussed "disinte- 
gration work and the training of partisans/ 8 citing Commu- 
nist activity in the French Army as an example for British 
and US youth groups, and calling for "conscript clubs 5 " as 
the initial step in such work. Plans for such increased 
penetration activity are also indicated by: <i) the Kremlin's 
designation of an important Soviet Youth official to attend the 
Paris meeting; (2) an appeal by the WFDY to younger army 
elements; and (3) an accelerated campaign by the WFDY to 
bolster European and latin American support for the Soviet 
drive in "defense of peace." 1 



SOVIET UNION 

Soviet Intentions Recent Soviet and Satellite propaganda 

indicates that the Kremlin may now con- 
sider the early formation of an east German state to offer 
several advantages. Rather than attempt to cast the blame 
for a split Germany upon the western powers by waiting until 
the establishment of a west German provisional government, 
the USSR may now "justify" formation of an east German 
state which claims sovereignty over all of Germany on the 
grounds that current plans for a west German state are 
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virtually completed. Such propaganda claims, however, 
would have little effect within Germany. Although actual 
Soviet troop withdrawals following establishment of the 
new state would depend upon how quickly the USSR could 
safely transfer authority to the German puppet regime, the 
USSR could easily recognize the new German state and then 
accede to Its request for the continued presence of Soviet 
soldiers. The Kremlin would probably estimate that such 
an arrangement, if accompanied by partial withdrawal and 
implying later complete withdrawal, would have a propa- 
ganda appeal throughout Germany and could result in in- 
creased demands for withdrawal of the western powers, 
m addition to these advantages for the USSR, some measure 
of Soviet prestige within Germany might be salvaged and 
general attention would be temporarily diverted from the 
Berlin blockade. Moreover, the USSR could avoid at least 
partial responsibility for the continuation of the blockade 
by insisting that the Communist rump government had 
control over Berlin. In any event, such an action would have 
the effect of interjecting an allegedly legal government for 
all Germany into the Berlin conflict. 
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ANNEX 

18 January 1949 
THE SOVIET PROPAGANDA SHIFT 

The reoccurrence of a Soviet propaganda ' 'peace 
offensive" does not reflect a sincere desire by the Kremlin 
to negotiate outstanding east -west differences, except on 
Soviet terms. Neither does the Kremlin expect the US or 
the western governments to give serious consideration to 
the avowed Soviet desire for east -west agreement. 

The Kremlin is attempting to weaken the position of 
the western powers and to delay positive western action by 
propaganda designed to: (a) create the illusion that the west- 
em powers, led by the US, are blocking an equitable solution 
of east -west problems; (fa) ostensibly alleviate world tension 
in an attempt to persuade the new US Congress that current 
proposals for defense and foreign aid expenditures are un- 
necessary; (c) instill doubt and hesitation, both in the US 
and in western Europe, concerning the need for participa- 
tion in the proposed Atlantic Pact; and (d) enable the Com- 
munist Parties in western Europe to regain some of the 
prestige and popular support lost during the recent months 
of direct action. 

hi making this tactical shift in its propaganda 
approach now, the Kremlin probably desired to take ad- 
vantage of: (a) the convening of the US, 81st Congress; (b) 
the appointment of a new US Secretary of State; (c) German 
dissatisfaction with, and -as stern European misgivings over, 
the recent Ruhr decisions; and (d) the current discussions 
concerning the Atlantic Pact. Adoption of this propaganda 
line, however, has not committed the USSR to any specific 
course of action. The USSR can be expected to emphasize 
this approach as long as the Kremlin considers that it is con- 
tributing to the long-range Soviet program to defeat western 
recovery and defense efforts. On the other hand, the USSR will 
probably make still another tactical propaganda shift if the 
present approach encounters vigogojjs^^^ijjfence. / 
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SUBJECT: Continuing Instability in Greece 



19 January 1949 



1. Greece, although still free of Soviet-Communist domination, is 

in a dangerous state of war and political and economic Instability despite 
almost two years of extensive OS military and economic aid totaling 
approximately 750 million dollars. 

2. The economic rehabilitation of Greece would be a long, difficult, 
and expensive task even if there were no guerrilla warfare or political 
instability. ' Extensive damage caused by World War II has been super- 
imposed on a country having such indigenous problems as limited land 
resources, overpopulation, an agriculture oriented toward the production 
of semi-luxury products, and primitive agricultural, mining, and industrial 
methods as well as an archaic communications system. 

3. The political situation in Greece has long been precarious, and 
Greek political leadership has been mediocre. Five years of prewar 
dictatorship stifled normal political life and prevented the development 
of young politiciai3. Moreover, the war itself and postwar excesses have 
led the politicians to assume bitter and uncompromising positions. Selfish 
partisan interest, political bickering, and an unwieldy bureaucracy have 
deprived the Greek people' of competent government and of a source of 
Inspiration in their present struggle for survival. 

U. The guerrilla war is the immediate cause of continuing Greek 
instability. The USSR and the satellites are seeking to dominate Greece 
through the instrument of the local Communist Party and its guerrilla 
organization. In view of Greece's 500-mile northern frontier and the 
mountainous terrain of the country, the satellites can easily and at 
little expanse furnish tactical and material aid to the guerrillas in the 
amount necessary to perpetuate economic and political instability, counter- 
act the psychological and economic value of US aid, and promote a pro- 
gressive deterioration of the national will to resist. The Greek Army, 
on the other hand, has suffered from a defensive rather than offensive 
spirit, lack of aggreasivene3S, bad timing, and inadequate training for 
anti-guerrilla mountain warfare, together with poor leadership in the high 
command and political interference. 

5. The US aid program has been attempting to solve this threefold 
problem. 0 n the economic side, it has made some progress in rebuilding 
vital roads, ports, and other facilities and in stabiUaing the currency 
and reviving trade. The guerrillas, however, have succeeded in coantering 
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US aid by sabotage, terrorization of the agricultural population, and 
creation of an enormous refugee burden for the Greek state. Also, the 
guerrilla war and its attendant evils have made Greek businessmen afraid 
to invest their wealth In Greece. While in theory OS funds, Material, 
and technicians are sufficient for restoring the economy of Greece 
successful completion of the task is prevented by the political end 
military factors. 

6. The elections of 1946 brought to power the aonarcho-rightist 
Populist Party dominated by Tsaldaris. OS pressure has on several 
occasions forced the Populists to "broaden 0 the government by including 
Centrists and Liberals. While inclusion of these elements has given 

at least the appearance of a awe liberal government, it has in fact 
increased dissension, confusion, and disunity. Ho political party or 
individual has presented a concrete program, and no political party or 
individual has so far. subordinated party politics to national interests. 
So far the US has hesitated to interfere directly in Greek politics or 
t0 ? ap £ Se meded re£oMns J **» Athena political merry-go-round continues, 
with the same faces appearing and reappearing, and popular confidence 
in the government continues to decrease. 

7. British training and US military supplies and tactical advice 
have more than offset corresponding aid obtained by the guerrillas from 
the satellites. The guerrillas, however, continue to possess the 
advantages of terrain, nobility, short supply lines, escape routes, and 
refuge areas. Good leadership and high morale in the Greek Army could 
probably offset these advantages to the extent of enabling the army to 
clean up the guerrilla pockets in the Peloponnesus and southern and 
central Greece, and to contain the guerrillas in the frontier areas. 

8. IB aid to Greece has fallen far short of achieving its ultimate 
objective; it has, nevertheless, prevented the development of a situation 
far worse than that which now prevails. If assured that US aid will 

not be withdrawn or decreased, and provided competent leadership becomes 
available, the Greek people and armed forces are capable of continuing 
the war against the guerrillas. Psychologically, however, the Greeks- 
after over eight years of war, hunger, disease, and privation— are 
weary of fighting a war which many of them have come to regard more as 
a part of the major clash between East and West than as merely their own 
struggle for existence. 
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EASTERN EUROPE 

Communist Dictatorships The Kremlin apparently feels 

that the Communists of Bulgaria, 
Rumania, and Hungary are strong enough to dispense with 
the fiction that these countries are democratic states. Com- 
munist leaders in the three Satellites have recently declared 
that the Soviet-sponsored regimes are now "dictatorships 
of the proletariat. Matyas Rakosi, Secretary General of 
the Hungarian Communist Party, has also stated that these 

dictatorships represent one type of government necessary 
to the transition from a capitalist to a socialist state. The 
frank admission that the Communist Party Is the controlling 
power in Hungary indicates the early establishment of a 
National Front government, another basic type of Soviet 
regime which has already appeared in Bulgaria and Rumania. 

Satellite Economy The formation of the Council of Mutual 

... _ M Economic Assistance by the USSR at 

this time indicates that it is a defensive measure designed 
to offset the successes of the European recovery program 
This Soviet-directed Council will attempt to coordinate 
further the economies of Poland, Hungary. Rumania, Czecho- 
slovakia, and Bulgaria as a major step toward their eventual 
integration with the economy of the USSR. Although this 
latest Soviet move is undoubtedly part of a long-range plan, 
the immediate Kremlin objectives are to counterbalance the 
adverse effects on eastern European morale of the relatively 
rapid economic recovery in western Europe and to prevent 
the spread of nationalistic -economic heresies, such as Tito's. 
The Council s formation may have some propaganda value 
by renewing hope within the satellite countries that mutual 
cooperation may improve the low standard of living. The 
Council will result in some improvements in the Satellite 
economies by providing for more effective planning and more 
efficient distribution. Despite the fiction of economic equality 
the Council s formation will inevitably result in tightened 
control of the eastern European economies by the Kremlin. 
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I. USSR: Moscow meeting of Soviet-Satellite military leaders— -s- s 
US Embassy Moscow transmits a reliable report that WgTP /}Rm v 
level Czechoslovak and Polish military delegations have 
arrived there. The Embassy believes that an "elaboration 
of Soviet-Satellite military integration" may be the next 
step after the recent establishment of the Council of Mutual 
Economic Assistance. The US Military Attache in Moscow 
suggests that a conference of Soviet-Satellite military leaders 
may foreshadow the announcement of a military pact which 
would be analagous to the mutual aid council in the economic 
sphere. 

(CIA Comment: CIA believes that the formation of 
a defense council is the Kremlin's next logical move as a 
couatermeasure to the North Atlantic Pact. However, such 
a defense council would mean little more than a formaliza- 
tion of the existing integration of control of military forces.) | 

Further Kremlin overtures predicted — The US Mili- 
tary Attache in Moscow, in an analysis ef Stalin's second 
press interview, predicts that the Kremlin will make "further 
overtures in the near future. The MA believes that the 
Soviet and Satellite populace, and perhaps a sizable segment 
of world opinion, will accept the Soviet -inspired thesis that 
Stalin strove for peaceful settlement and Truman refused." 

(CIA Comment: CIA believes that the Kremlin will 
make additional propaganda overtures in an effort to obtain 
US agreement to enter into bilateral negotiations with the 
USSR.) 
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that be has seen "nundreos ot soviet -m*ae uucks" in the 
environs of that city. 

(CIA. Comment: This eyewitness report by a reliable 
US observer is the first conclusive evidence that the Chinese 
Communists possess Soviet materiel in volume.) 
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EASTERN EURO P E 



Soviet Military Bloc Although the USSR has already estab- 
lished a military alliance with the 
Satellite states through an interlocking network of mutual 
assistance pacts, persistent reports emanating from eastern 
Europe indicate the fornuatiosi of an eastern European military 
bloc to counter the establishment of the North Atlantic Pact., 
Speculation regarding such a move by the Kremlin has been in- 
tensified by the mysterious visit of VisMnsky to Czechoslovakia, 
as well as by the reported presence there of Gromyko, Zorin, 
the Polish Communists Bermaa and ZawadsM, and Soviet Am - 
bassadors from the Satellites, Other reports place the Hungarian 
Minister of War and high -ranking Czechoslovak and Polish 
military officials in Moscow for planning of a similar nature. 
The formation of such an east European military organisation 
would enable the USSR to exert more direct control of ' 'un- 
reliable'" Satellite military establishments and would improve 
the morale of the Satellite Communist regimes which are be- 
coming increasingly concerned over growing economic stability, 
political cooperation, and defensive preparations in western 
Europe. 
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SOVIET PLANS FOR AN EAST GERMAN STATE 

Further Communist designs to integrate eastern 
Germany into the political and economic system of the 
Soviet bloc were apparent at the recent Socialist Unity Party 
(SED) Congress in Berlin. Speeches by Satellite delegates 
and Congress approval of the Oder-Neisse line as Germany's 
eastern boundary laid renewed stress on Communist efforts 
to reconcile the Satellite states to closer collaboration with 
the Soviet Zone and to eventual inclusion of the area in the 
Soviet orbit. Other action at the Congress indicates that the 
USSR is still attempting to insure Communist control of 
east Germany. By reviving advocacy of a "broad democratic 
front," the Communists are seeking the political support of 
formerly uncooperative elements. The establishment of an 
SED "Politburo' 5 was designed to discipline the SED in order 
to make it a more effective instrument of Communist control. 

The reversal of the SED stand for the incorporation 
of Berlin into the Soviet Zone indicates that the Communists 
believe the Berlin impasse will continue. In line with the 
Soviet theme of a "unified Germany," this tactical renunciation 
of Communist claims that Berlin is an integral part of fee 
Soviet Zone may be designed to combat possible inclusion of 
the three western sectors of the city in a west German govern- 
ment. Moreover, by omitting Berlin from a future east German 
state, the USSR may feel that it can insure control over the 
new state by maintaining Soviet troops there to guard com- 
munication lines to a Soviet garrison in Berlin. Although the 
Congress again stressed the theme of German unity, Com- 
munist tactics at the Congress once more suggest that the 
USSR intends to create an east German state which will claim 
sovereignty over all Germany. The formation of such a 
state would probably be timed to counter the formation of a 
west German provisional government. 
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2. FRANCE: Implications o£ Communist leader's statement- - 
US Embassy Paris interprets Communist Leader Thorez' 
22 February statement as added evidence that the Kremlin 
is demanding a return by the French Communists to a purer 
form of Leninist -Stalinist doctrine and tactics, including 
more aggressive class warfare. (Thores reportedly sug- 
gested that if the Soviet Army were to invade France, the 
French people would take the same attitude as the people 
of Poland, Rumania, and Yugoslavia.) The Embassy further 
regards the statement as: (a) proof of Kremlin determina- 
tion to thwart the consolidation of western Europe even at 
the risk of losing popular Communist support in France; 
and (b) a signal to Communist militants to accelerate 
sabotage of French efforts to strengthen national defense. 




(CIA Comment: CIA agrees that Thorez' statement 
indicates a further tightening of Communist discipline and 
a reduction of the party to its "Shard core," Moreover, even 
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though Thorez' declaration -will apparently be detrimental 
to Communist popularity in France, he may have made 
it at this time in an effort to convince prospective members 
of the Atlantic Pact that France would be unreliable in a 
defensive alliance. CIA. does not believe that widespread 
strike action is probable in France in the immediate future.) 
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bassy Paris has learned " *•- 7 that the te- 

terior Ministry intends, in combatting the "'treasonable" Commu- 
nist line, to place emphasis "on what the Communist do rather than 



what they preach. 
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Western European Communists not only to undermine European 
morale but also to engage in military and industrial espionage 
and eventually sabotage. it may sometime 

be necessary for France to mobilize the men in every plant 
which is working for national defense. 

(CIA. Comment: CIA considers that the French Commu- 
nist Party is likely to make plans for sabotage, especially 
against the armaments industry, but that the Communists are 
not likely to possess the capabilities for large-scale sabotage 
in the near future.) 
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EASTERN E UROPE 



SOVIET UNION 

Propaganda Offensive Strenuous Soviet efforts to forestall 

the proposed Atlantic Pact are, by 
their very intensity, generally producing results opposite to 
those desired by the Kremlin. The recent speeches by Com- 
munist Leaders Thorez and Togliatti can be expected, if 
anything, to intensify existing support in France and Italy 
for the Pact. By publicly asserting that Communists in these 
countries would welcome invading Soviet forces, these leaders 
hoped to increase the fear of war and of Soviet occupation of 
Western Europe and also to demonstrate the unreliability of 
both France and Italy as prospective Pact members. This 
type of attack, however, tends to reinforce other factors that 
have been weakening Communist influence as a political force 
in France and Italy. Moreover, Communist leaders, by call- 
ing for a return to Communist militancy comparable to that 
of fee late 1920's, are preparing the way for greater emphasis 
on sabotage and subversion. 

Meanwhile, increased Soviet propaganda pressure on 
Scandinavia is also having little effect. The USSR may soon 
revive the Spitsbergen issue by asking Norway for assurances 
that no military bases will be built in the Spitsbergen archi- 
pelago. The Kremlin will probably claim that any defense 
preparations in the area would be a violation of the Spitsbergen 
Treaty of 1920. The Kremlin, anticipating Norwegian rejection 
of the Soviet-proposed non -aggression pact, is already accus- 
ing Norway of "aggression" and may use this as an excuse 
for demands on Finland, possibly by proposing joint Soviet- 
Finnish defense discussions. These prospective maneuvers 
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probably would not change Norway's desire to join the Pact, 
and Finland's present Social Democratic Government would 
probably reject any such Soviet proposals. The Finnish Govern- 
ment may be strengthened by the inclusion of representatives 
of other non-Communist parties and thus be prepared to offer 
stronger opposition to future Soviet demands . 

Merchant Shipping The USSR is attempting more and more 

frequently to force the masters of foreign 
vessels to open safes and sealed envelopes during calls at 
Soviet-controlled ports. Such incidents have involved merchant 
ships of the US, the UK. and other western powers. The USSR 
probably hopes to obtain intelligence which would disclose the 
disposition of western merchant shipping if hostilities broke 
out. 
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WESTERN EUROPE 



GERMANY 

Berlin Currency Although Soviet reaction to the proposed 
issuance of the western U B" mark as the 
sole currency for the western sectors of Berlin will be swift 
and well -publicized, the USSR is not likely to interfere seriously 
or forcefully with the operation of the airlift. Soviet retaliatory 
action will probably take the form of further tightening of the 
blockade and may involve conversion of the Soviet eastern 
mark to a new currency. Soviet measures to curtail the move- 
ment of supplies from Soviet -controlled territory to the west- 
ern sectors will increase the hardships of the western popula- 
tion, further impair the west, sector economy, and probably 
require an increase in the airlift. Soviet authorities could 
tighten the land blockade by: (1) halting all rail traffic, in- 
cluding the S-bahn and streetcars; (2) cutting off water traffic 
on the canals; (3) stopping or sharply reducing pedestrian 
traffic between the western sectors and Soviet -controlled 
areas; (4) barring all mail service; <8) cutting west-sector 
long-distance phone cables, local inter -sector phone lines, 
and all telegraph cables; and (6) splitting completely Berlin's 
systems of electrical, gas, and water supply, and the sewage 
disposal facilities. In determining the extent to which these 
measures will be applied, the USSR will be restrained prima- 
rily by the economic repercussions in the Soviet sone, which 
would be deprived of important materials and skilled labor 
now being received from the western sectors of the city. If 
the USSR converts its present eastern mark, it will do so in 
order to prevent eastern marks presently held in western 
Berlin from flowing back into Soviet -controlled territory. 
Such a Soviet move would leave western sector occupation 
authorities with the moral obligation to redeem a very large 
number of relatively worthless eastern marks in order to avoid 
undue hardship for the German holders of this currency. 
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Recent Soviet reaction to western economic and defensive 
measures, though not yet crystallized, has thus far manifested 
itself chiefly by top-level changes in ministerial positions in 
Moscow and toy an apparent shift in tactics by Communist Parties 
outside the Soviet Union. The implications of Molotov's and 
Mikoyan 's shift from their ministerial posts will probably be 
clearer after the current session of the Soviet parliament, but 
no basic change in Soviet policy toward the West is expected. 
The USSR will continue its attacks on the Atlantic Pact, its 
obstructionist policy in the UN, and its attempts to gain control 
over all of Germany. Meanwhile, however, Communist Parties 
outside the USSR are apparently reverting to the active, militant 
policy of the 1920's, 

Molotov-Mikoyan The Kremlin decision to relieve Molotov 

from his position as Foreign Minister and 
Mikoyan as Minister of Foreign Trade, although not an indica- 
tion of any fundamental change in Soviet policy, probably does 
reflect a Soviet reassessment of the progress of the cold war. 
Molotov's shift may reflect the Kremlin's belief that the 
problem of formal relations with the West has been reduced to 
secondary importance by western gains and the growing inability 
of the USSR to make progress on the diplomatic level. Similarly, 
western gains have made it more imperative for the USSR to 
consolidate its position in Eastern Europe and Communist China. 
Thus, although Molotov may have been released for the purpose 
of taking over Stalin's position as Premier, he, as well as 
Mikoyan, may have been relieved of ministerial duties in order 
to concentrate on the pressing polftical and economic problems 
of the Soviet sphere.. 
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Communist Militancy The apparent failure of recent Soviet 

diplomatic and propaganda weapons 
to sabotage US -European defense efforts and to gain popular 
support for Communism has prompted the Kremlin to order 
Communist Parties outside the Soviet Union to prepare for 
militant and subversive methods in pursuit of Soviet objectives, 
This announced reversion to the active militant policy employed 
by the Communist Party in the late 1920's may. therefore, 
signify the end of postwar tactics which were characterized 
by so-called ''legal" Communist operations within established 
political frameworks. This shift in political tactics apparently 
implies a renunciation of the popular -front technique of co- 
operation with non -Communist governmental factions. 

Atlantic Pact Continued Soviet efforts to defeat the purposes 

of the Atlantic Pact are revealed by recent 
Polish feelers for non -aggress ion pacts with the Scandinavian 
countries. The Polish campaign is apparently concentrating 
on the minimum goal of preventing a formal Swedish alliance 
with the West. Aside from the strategic and political factors 
which make Scandinavia a natural goal for Soviet hegemony, 
the USSR's industrialization plans for Poland and Czechoslo- 
vakia depend upon an uninterrupted flow of imports from 
Sweden. Likewise, Polish coal has long played a significant 
part in Scandinavian industry, especially Sweden's. Thus, 
aside from the USSR's interest in preventing closer political 
and military cooperation between Sweden and the West, the 
Soviet Union is desirous of maintaining uninterrupted the vital 
economic lifeline from Scandinavia to the Satellites. 
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Reports o£ increased military activity in Bulgaria and 
Albania, combined with recent changes in Communist activities 
in northern Greece, suggest that the Kremlin is preparing a 
greatly intensified campaign for the overthrow of Tito. Realis- 
ing that sis months of dialectical battle and relatively minor 
diplomatic and economic reprisals have, if anything, driven 
Tito further toward the western camp, the Kremlin now appears 
to foe planning more drastic steps, which may possibly end in 
overt military action. 

Greek Guerrillas An apparent shift in Communist activity 

in Greece strongly suggests that the 
Kremlin has decided to abandon temporarily its campaign to 
gain control over all of Greece and instead to attempt to 
exploit the Macedonian question as an additional weapon 
against Tito. The guerrilla radio has announced that an 
autonomous Macedonian state would be proclaimed in March. 
This new strategy is probably an attempt to gain the support 
of the large Slavo-Maeedonian population in northern Greece. 
The autonomous Macedonian state envisaged by the Commu- 
nists would, If established, tend to undermine the Tito regime 
and would thwart Tito's deep-seated ambitions for a Mace- 
donian state under Yugoslav control. The Kremlin may also 
believe that it can secure such long-range benefits as an 
Aegean port, a land route between Bulgaria and Albania, a 
curtailment of Greek economic resourees^and a base which 
could serve as a strategic threat against Greece, Yugoslavia, 
and Turkish Thrace. Aside from the possibilities such a plan 
offers for increasing the pressure against Tito, however, it is 
unlikely that the USSR will derive much benefit from raising 
the controversial Macedonian question at this time. Although 
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YUGOSLAVIA 

Greek Communist leaders have, in a hedging statement, 
announced their support for an independent Macedonia, the 

ment of Greece. Moreover, even with Slavo-Macedonlan 
reinforcements, the guerrillas would be too weak to hold 
ground against the Greek Army without open intervention by 
the Satellites. 

Military Preparations Meanwhile, the USSR is reportedly 

stepping up military preparations 
elsewhere. Top -ranking Satellite military leaders are re- 
ported to be meeting at Debrecen, Hungary. Although the 
meeting may be designed to establish a "defensive' East 
European military bloc as a counter to the Atlantic Pact, 
plans for exerting greater military pressure on Yugoslavia 
may also be on the agenda. Bulgaria is reportedly increas- 
ing its flow of supplies to the Greek guerrillas in eastern 
Thrace. A noticeable increase in Soviet military activity 
has been observed in Albania. Soviet supplies and arms are 
arriving at Albanian ports, and numerous reports have been 
received indicating the landing of Soviet personnel and air- 
craft. Moreover, increased Albanian protests of Yugoslav- 
inspired border incidents, although at this stage probably 
a stepping -up of the war of nerves, could be used as an 
excuse for eventual armed action against Tito, 

Yugoslav Reaction The Tito regime, in the face of these 

signs of increased Soviet pressure, 
shows no sign of capitulating to the Kremlin, Finally break- 
ing an enigmatic silence on the proposal for an autonomous 
Macedonia, the Yugoslav Government has issued a denuncia- 
tion, contending that the proposed campaign for an independent 
Macedonia: (1) would only create confusion in the ranks of 



- 8 - 



294 



125. (Continued) 



YUGOSLAVIA 

Greek and Macedonian guerrillas; and (2) was merely a part 
of the ComMorm campaign against Yugoslavia. The Tito 
regime will exert every effort to prevent the formation of 
such a stete and will publicly accuse Bulgaria of violating its 
past pledges for cooperation in handling the Macedonian ques- 
tion. In conclusion, there is no reason to believe thai Tito 
will be intimidated by these Soviet measures, and any attempt 
short ol overt military action will probably fail to dislodge him. 
Moreover, present Satellite armed forces are not strong 
enough to overcome the Yugoslav Army unless they are strongly 
supported by Soviet troops and materiel. 
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17 MAR 1949 

938 



GENERAL 



1. Present Soviet intentions in Iran — US Ambassador Wiley in 
Tehran considers" that ihe only uncertainty about Soviet 
intentions in Iran is the timing of a Soviet move to return 
to the country. Wiley believes that the recent setbacks 
suffered by the Soviet Union, particularly the imminent 
conclusion of the Atlantic Pact, make it possible that the 
USSR may enter Iran in the near future. 

In transmitting Ambassador Wiley's views concern- 
ing Iran to US Embassy Moscow, the Department of State 
has requested the Embassy's judgment on the probable effect 
upon the USSR of a US statement of continuing concern over 
the security of Greece, Turkey, and Iran, such statement to 
be made simultaneously with the conclusion of the Atlantic 
Pact. The Department points out that the UK, which had 
previously urged that such a declaration accompany the 
conclusion of the Atlantic Pact, now opposes such a state- 
ment, especially the inclusion of Iran. 

(CIA Comment: The USSR is not likely to take overt 
action in bran at this time, especially because such action 
would decisively facilitate the rapid and effective implementa- 
tion of the Atlantic Pact.) 
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127. Weekly Summary Excerpt, 18 March 1949, Molotov-Mikoyan Shift; Iran 



EASTERN EUROPE 
SOVIET UNION 

Molotov-Mikoyan Shift No basic change in Soviet policy toward 

the West can. be expected as a. result of 
recent personnel changes In the Soviet hierarchy. These changes 
were probably designed to increase the efficiency of party and 
state mechanisms, both politically and economically. The rela- 
tively rapid consolidation of the West, as currently exemplified 
by the Ariarjfic Paci, is the immediate reason for the personnel 
changes . The realignment of personnel simultaneously presages 
intensified efforts to consolidate and strengthen the Soviet orb?t 
politically, economically, and. militarily. 

The cold war can be expected to continue undiminished ia 
intensity., Recent speeches by western European Communist 
leaders suggest that subversion and sabotage, in addition to more 
conventional tactics, eventually will play a more important role in 
Soviet -Communist strategy against the West„ Responsibility for 
formal political and economic relations with the West has passed 
from Molotov and Mikoyan to Vishinsky and Menshikov, bt*h techni- 
cal executives without policy function who can be expected to 
adhere religiously to policies established by the Politburo. 

The relief of Molotov, Mikoyan, and Voznesensky from 
operational responsibility will leave them free to concentrate on 
pressing problems of political and economic policy of the entire 
Soviet orbit, Molotov, as heir apparent to the Soviet throne, would 
be the logical choice to assume over -all command. Such responsi- 
bility would bring him one step closer to eventual assumption of 
complete power in the event of Stalin's retirement or death. 

Mikoyan and Voznesensky are the best -qualified Soviet 
leaders to deal with the economic consolidation and strengthening 
of the Soviet bloc. Mikoyan is apparently the leading figure in 
the Soviet -inspired Council of Economic Mutual Assistance (CEMA) 
which has already begun to assume Use function of economic planning 
for the entire Soviet bloc. 

One of the first results of this Soviet realignment will 
probably be shewn in ihe handling of the case of Tito. Tito s defer. - 
tion,.wltfe Us ramifications, is undoubtedly the most pressing infernal 
problem of the Soviet sphere and demands a drastic solution to pre- 
vent the further spread of nationalistic deviation. 
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IRAN 

Soviet Relations Intensified Soviet pressure against Iran is 
expected as a result of the recent serious 
deterioration in relations between the two countries. Principal 
factors causing this deterioration have been: (I) the suppression 
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IRAN 

of the pro -Soviet Tudeh Party in Iran; (2) far more belligerent 
anti-Soviet Iranian propaganda; (3) the shipment of US arms 
to Iran; and (4) public reference to the possibility of Iranian 
participation in a Mediterranean or Near Eastern pact. The 
USSR probably sees in these developments a further threat to 
its principal immediate aims in Iran: gaining control over 
Iranian oil and blocking closer military ties between Iran and 
the West. Increased Soviet pressure will probably not take the 
form of overt military intervention. Instead, the USSR will 
probably renew its demands that Iran maintain ''friendly" 
relations with the USSR and build up Soviet troop concentra- 
tions on the Iranian border. The Soviet Union may also attempt 
to incite uprisings in Azerbaijan, m order to counteract such 
measures, Iran will probably inform the UN Security Council 
of the deterioration in Soviet -Iranian relations and press for 
a US denial of Soviet charges that Iran is being turned into an 
offensive base against the USSR. 
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EUROPE 



2. GERMANY: Review of US policy in Germany requested — US 
Political Adviser Rtddleberger in Frankfurt believes that the 
events of recent weeks in western Germany indicate the necessity 
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for a careful re -evaluation. of US policy. According to Riddle- 
berger, the unsatisfactory political situation in the western 
zones arises principally from the disunity of the -western 
powers concerning Germany and is evidenced by mounting 
confusion, doubt, and disillusionment, particularly in connec- 
tion with the slow formation of the west German government. 
Riddleberger points out that the strong desire for trade be- 
tween west and east Germany, combined with a desire for 
political unity, produces a growing west German tendency to 
favor rapprochement with Communist -run east Germany. 
Riddleberger observes that west German responsiveness to 
Soviet peace and unity propaganda is much greater than it 
would have been some months ago. 

(CIA Comment: CIA. considers that the lack of agree- 
ment among the western occupying powers is the chief deter- 
rent to progress on a west German state and that such disunity 
encourages German expectations of western concessions on 
the issue of centralization. Concerning the tendency to favor 
rapprochement with east Germany, CM. believes that even 
though west German conservative commercial circles desire 
eastern markets, the desire of west Germans as a whole for 
political unification on Soviet terms is weak. CIA does not 
believe that west Germans are very receptive to Soviet propa- 
ganda for "peace and unity.*') 
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BULGARIA 

Communist Deviation The arrest of Traicho Kostov, vice 

premier and second most important 
Communist leader in Bulgaria, along with several other 
leaders in the Government and Party, indicates that the Krem- 
lin has not yet been able to obtain the complete loyalty of the 
Satellite Communists. These arrests underscore the serious- 
ness of the Kremlin's problem and the strength of Tito -like 
nationalism; they occurred in a Satellite often used by the 
Kremlin as an example for the other Satellites. Moreover, 
Kostov has generally been regarded as absolutely loyal to 
Moscow. The official communique describing- his enpulsion 
charged that Kostov: (1) lacked sincerity in his dealings with 
Soviet representatives (he apparently resisted economic ex- 
ploitation of Bulgaria by the USSR); (2) disregarded Party and 
Government directives; (3) promoted distrust and suspicion 
within the Bulgarian Communist Party; and (4) opposed the 
Bulgarian Politburo. Apparently Rostov's cardinal sin was 
his effort as chairman of the Committee for Economic and 
Financial Questions to oppose Soviet exploitation of the 
Bulgarian economy. Although it is not known to what extent 
Kostov and those arrested with him had succeeded in forming 
an anti-Cominform organization, the- recent denunciation by 
Interior Minister Yugov of the tendency of nationalist devia- 
tionists to form sects suggests that, at least a loose kind of 
grouping was developing. 
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Communist Purges 



WESTERN EUROPE 



GERMANY 

Soviet Tactics Soviet tactics in Germany continue to suggest 

that although So 'iei control oi ail Germany 
undoubtedly remains the maximuri objective, the Kremlin has 
decided that a "neutral" Germany, prevented from making a 
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firm alignment with the West, is a more feasible goal for 
the immediate future. The Kremlin may reason that the 
traditional tendency of German commerce to look eastward 
for markets and raw materials will bring Germany under 
eventual Soviet domination. 

Meanwhile, rumors have been active recently that 
the Soviet Union will soon lift the Berlin blockade. Although 
there has been little or no concrete evidence to support 
such rumors, it must seem self-evident to the Kremlin that 
if the USSR is to regain ths initiative and if the Soviet cam- 
paign for "German unity" is to have any appreciable success 
among the German people, the Berlin blockade will have to 
be lifted. Any such Soviet offer, if made now. would certainly 
be part of an over-all "peace offer" and probably would be 
made m such a way as to camouflage the Soviet defeat on the 
blockade. The current Paris "peace congress' would seem 
to provide an ideal setting for such a. Soviet offer, but there 
is no evidence that Soviet strategy lias changed enough to 
permit an offer on Germany actually acceptable to the west- 
ern powers. 
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SATELLITE COMMUNIST PURGES 



The recent purges of high-level Communist officials 
in Bulgaria indicate that Kremlin efforts to establish reliable 
Communist leadership in the Satellites are meeting with in- 
creasing difficulties. In attempting to eradicate Satellite 
"nationalism/' the Kremlin is confronted with two almost 
equally unpleasant alternatives, neither of which can be wholly 
successful. If the USSR continues its liquidation of old -line 
Satellite Communists, the morale and cohesion of the local 
Communist parties, as well as their control over the Eastern 
European countries, may be jeopardized. S the Kremlin 
chooses the other alternative and relaxes its control over 
the Satellite governments and Party leaders, it runs the risk 
of further defections like Tito's. Neither course of action 
will make it any easier for Satellite Communists to perform 
the nearly impossible task of justifying Moscow's ruthless 
exploitation of Eastern European resources or increase 
Satellite dependability in the event of hostilities. 

Since Tito's defection last summer, purges of high- 
level Communist personnel have occurred in Poland, Albania, 
guerrilla Greece, and, most recently, in Bulgaria. Meanwhile, 
recurring reports from practically all of the Satellites also 
indicate continued nationalist dissensions within the ranks of 
the various Communist parties. In many instances, reports 
regarding as yet unpurged nationalist leaders within the 
Satellite parties reveal that the existence of these schisms 
is common knowledge. The "deviationists" are usually offi- 
cials connected with economic planning who can see most 
clearly the pattern of Moscow's ruthless exploitation of the 
Satellites. In the face of resurgent nationalism among the 
Satellites and increasing prosperity in Western Europe, the 



- 18 - 




305 



130. (Continued) 



Kremlin cannot afford the risk of relaxing its grip over the 
Communist parties in Eastern Europe. Thus, the Kremlin 
will probably be forced to use even more brutal state -police 
methods in retaining and consolidating its control over the 
Satellites, even though such methods are not a basic cure 
for nationalist deviation. 
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Soviet Propaganda In a further effort to counteract the 

effect of the Atlantic Pact and growing 
political and economic unity in Western Europe, the USSR 
is placing greater propaganda emphasis on Communist gains 
in the Far East. By stressing that the Communist victories 
in China will result in important changes in the world balance - 
of -power, the USSR hopes to: (1) convince audiences at home 
and in the colonial areas that Soviet power is invincible: and 
(2) undermine western confidence in the ability of the West 
to prevent further Soviet expansion. With fewer oppor- 
tunities in Europe for propaganda exploitation, the USSR will 
probably devote its propaganda efforts more and more to the 
Far East and colonial areas. As part of this new emphasis, 
Soviet propaganda will portray the USSR as the exclusive 
champion of independence for the countries of southeast Asia 
and of industrialization of all backward areas. Simultaneously, 
Soviet propaganda will accuse the western powers of advocat- 
ing the perpetuation of agricultural economies in Asia and will 
portray the Truman point -four program as a device to exploit 
the backward areas of the world and to keep them at the mercy 
of the industrial West. 
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EASTERN EUROPE 



SOVIET UNION 



Israeli Relations Increasing Communist attacks on Zionism 

and the Israeli Government, although placing 
a strain on Israeli -Soviet relations, are unlikely to change either 
the Kremlin's external policy toward Israel or Israel's generally 
neutral position between East and West. In recent months, the 
Communist parties in the Soviet orbit, the US, and even in'lsrael 
have reverted to traditional Communist opposition to Zionist 
nationalism, and Soviet propaganda has begun to condemn the 
"bourgeois 1 nature of the new Israeli Government. The Satel- 
lite stales, apparently reluctant to lose large segments of their 
skilled and educated citizens, have drastically reduced emigra- 
tion to Israel, thereby discouraging Israeli hopes of fulfilling 
its immigration requirements. Within the Soviet Union, the 
current anti -Jewish campaign seems to have been inspired in 
part by the growth of pro-Zionist sentiment among Soviet Jews 
after Israel s emergence as an Independent state. These attacks, 
however, rather than representing a fundamental change in 
Kremlin external policy toward Israel, appear to stem primarily 
from internal Soviet considerations. For, so long as support 
of Israel will serve to weaken US -UK influence is the Hear East, 
the USSR will continue to aid Israel on a diplomatic level and 
in the UN. Nonetheless, because Zionism is basically incompati- 
ble with Communism and any non -Communist government is 
automatically suspect, the USSR feels forced to attack the present 
Israeli Government and to eliminate all Zionist influence within 
the Soviet orbit. 
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THE POSSIBILITY OF DIRECT SOVIET MILITARY ACTION DURING 1949 
Report of a Joint Ad Hoc Committee * 

THE PROBLEM 

L We have been directed to estimate the likelihood of a Soviet resort to direct 
military action during 1949. 

DISCUSSION 

2. Our conclusions are based on considerations discussed in the Enclosure. 

CONCLUSIONS 

3. The USSR has an overwhelming preponderance of immediately available mili- 
tary power on the Eurasian continent and a consequent capability of resorting to 
direct military action at any time. The principal deterrent to such action 5s the 
superior war-making potential of the United States. 

4. There is no conclusive factual evidence of Soviet preparation for direct military 
aggression during 1949. 

5. A deliberate Soviet resort to direct military action against the West during 1949 
is improbable. Moreover, the USSR is likely to exercise some care to avoid an unin- 
tended outbreak of hostilities with the United States. 

6. As part of its efforts to counteract the Atlantic Pact and US military aid pro- 
gram, however, the USSR will seek to intensify and exploit the universal fear of a new 
war. In this it will pay special attention to Scandinavia, Yugoslavia, and Iran. It is 
unlikely, however, to resort to even localized direct military action. 

7. The fact remains that international tension has increased during 1948. It will 
probably increase further during 1949. In these circumstances, the danger of an unin- 
tended outbreak of hostilities through miscalculation on either side must be considered 
to have increased.** 



• This estimate was prepared by a Joint Ad Hoc Committee composed of designated repre- 
sentatives of the CIA and of the Intelligence organizations of the Departments of State, the Army, 
the Navy, and the Air Force. It has been concurred in by the Directors of those agencies, except 
as indicated in the footnote below. The date of the estimate is 21 April 1949. 

The Director of Intelligence, Department of the Army, believes that the last sentence of 
paragraph 7 implies a greater possibility of war in 1949 than, In fact, exists; and that it should 
read "In these circumstances, the small but continuing danger of an unintended outbreak of 
hostilities through miscalculation on either side must be considered." 
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3 - USSR reportedly p lanning action against Iran - -US A mbassador s - TS 
Wiley trans mitsinf or matton, which is unconfirmed but from 
a good source, that the USSR plans an "important action" 
against Iran on 10 May. According to Wiley's information, 
Soviet intentions "exceed a mere frontier incident but are 
short of a warlike move." Wiley's informant mentioned the 
possibility of a movement affecting the Kurds. 

(CIA Comment: CIA does not believe that the USSR 
contemplates a military invasion of Iran at this time. The 
USSR, however, may plan to stir up trouble not only among 
the Kurds in Iran but also among those in northern Iraq and 
Syria. The Kremlin may also plan to use members of the 
former autonomous government of Iranian Azerbaijan to create 
disturbances. Iran would be able to cope with such disorders, 
unless the insurgents are provided with strong overt support 
from the USSR.) 
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EASTERN EUROPE 



SOVIET UNION 

German Objectives Soviet agreement to lift the Berlin block- 
ade and enter into four -power discussions 
on Germany does not represent any change in the Soviet objec- 
tive to establish a Germany which will eventually fall under 
Soviet domination. It is still too early, however, to predict the 
sincerity of the Soviet desire to achieve an understanding with 
the West on Germany or the extent of the concessions the 
USSR would make in order to roach an agreement. The lifting 
of the blockade has been accompanied by a relaxation of Soviet 
pressure throughout the western periphery of the Soviet orbit 
and by an intensification of the Soviet propaganda "peace" 
campaign. On the other hand, May Day Communist propaganda 
savagely attacked the western powers, recent Communist state- 
ments have called for active preparation for militant action, 
and steps are still being taken toward the establishment of an 
East German state. Progress of the CFM alone, therefore, 
will demonstrate whether the USSRt (1) has agreed to enter 
into four -power discussions to sound out the western position 
and retrieve itself from the unfavorable situation created by 
the Berlin blockade; or (2) now considers it a sounder strategy 
to seek a "neutral" Germany in order to delay the final con- 
solidation of the West German state and give the USSR some 
voice in all Germany. 

CFM Proposals Initial Soviet proposals at the forthcoming 

CFM will be designed to appeal strongly 
to an increasingly articulate German nationalism. After 
attempting to secure a commitment on postponing the West 
German state, the USSR will probably propose a general settle- 
ment for all Germany based on a return to four -power coopera- 
tion and the Yalta and Potsdam agreements. The Soviet terms 
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will include the principal demands of the 1948 Warsaw 
communique which advocated: (1) establishment of a central- 
ized government for ail Germany; {2} conclusion of a peace 
treaty and withdrawal of occupation troops within one year; 
and (3) control over Ruhr production and distribution by the 
US, the USSR, the UK, and France. Depending primarily upon 
the intensity of the Soviet desire to obtain the withdrawal of 
US troops from Europe, the USSR may later in the negotiations 
seek a "compromise"' agreement. Such a compromise might 
involve the acceptance of a federal government composed of 
the East and West German zonal organisations. The USSR 
would insist, however, that such a federation be established 
in a manner which, in addition to not threatening Soviet poli- 
tical and economic control in East Germany, would provide 
for sufficient. Soviet influence in West Germany to offer 
reasonable prospects for subsequently establishing a cen- 
tralized Ger many not wholly western -oriented and susceptible 
to eventual Soviet domination. 

East German State Despite Soviet agreement to resume 

discussions on Germany, the USSR is 
continuing its preparations for establishing an East German 
state. The executive agencies of She East German govern- 
ment have long been in operation,and elections for the Peoples' 
Congress in raid -May will provide a pseudo -democratic legis- 
lative body capable of functioning as a parliament. In addition 
to being a significant step toward the Soviet aim of eventual 
economic integration of East Germany with Poland and Czecho- 
slovakia, the recently announced East German -Polish trade 
agreement (which is aimed at increasing 1649 tra.de between 
East Germany and Poland to $.152 million or doubling the 
volume of goods exchanged by She two countries during 1948) 
is another move toward the formalization of an East German 
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government. The trade agreement was negotiated by the 
East German authorities, thus reflecting the Soviet policy 
of continuing to grant more governmental authority to the 
East German economic administration, with the possible 
idea of eventually making the East German regime a full 
member of the Council of Economic Mutual Assistance. 
These Soviet actions are designed to build up the status and 
importance of the local administrative agencies in the east- 
ern zone of Germany and can be used by the USSR both as 
a lever in negotiating with the western powers at the coming 
Council of Foreign Ministers and as a counter to the establish- 
ment of a West German state. In the event of an impasse in 
the CFM, the USSR will have the machinery necessary for the 
establishment of a Satellite regime in eastern Germany. 

"Peace" Campaign Simultaneously with the lifting of the 

Berlin blockade, and in an apparent 
effort to forestall further western consolidation, the Kremlin 
is intensifying its "peace" campaign throughout the western 
periphery of the Soviet orbit. The Soviet bloc has again ex- 
tended feelers toward accommodation with the West; it has 
at least tapered off its past intransigent attitude in numerous 
cases. Soviet bloc countries have recently made concerted 
attempts to expand trade with the West and seek western 
financial assistance in an effort to mitigate the unfavorable 
impact of western economic pressure. Hungarian officials 
have shown a markedly more friendly attitude toward the US 
Embassy in Hungary; Albania has granted diplomatic recogni- 
tion to Italy; the Greek guerrillas have made a rather broad 
peace offer ostensibly intended to lay the groundwork for 
future negotiation of the Greek problem {see page 14); Soviet 
pressure on Iran has apparently tapered off, and the USSR has 
renewed its offer to discuss trade with, that country; and Soviet 
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pressure on Scandinavia has markedly decreased to compari- 
son with that of the past few months. These developments 
may be designed to lull western suspicion at the forthcoming 
CFM meeting. The course of quadripartite discussions on 
Germany will determine whether the USSR is merely waging 
another campaign in its "peace offensive/' or whether the 
Kremlin is laying the groundwork for achieving a temporary 
accommodation with the West. 

May Day Slogans The savagery with which the US was attacked 

in Moscow's May Day orders would seem 
to belie Soviet sincerity in re -opening discussions on Germany 
and in making overtures on other fronts. May Day oropaganda, 
however, is designed for home consumption and for guidance to 
Communist parties throughout the world, in this context, the 
May Day slogans are a logical development of the Kremlin's 
principal psychological weapon —the peace campaign. For the 
faithful, the US must still be branded as the leading capitalist 
nation dedicated to the overthrow of the Soviet Union, while the 
common peace-loving masses throughout the world are pictured 
as sharing the Soviet desire for peace. Thus, the slogan that 
"the friendship between the peoples of the USSR, the US, and 
the UK forms the best guarantee for a lasting peace" is directed 
primarily toward driving a wedge between these peace-loving 
masses and their war -monger tog governments. 
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135. Daily Summary Excerpt, 20 May 1949, Continued Soviet Restrictions on Berlin 
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GENERAL 

. Q^SS^SSS^£B^!^S& g£ Ber %" os Representative «•/«- s 
Eracueoerger in^erlJii yepwrfesi' to reviewing the present 
states of Soviet restrictions on transport, trade,, and com- 
mtmtcationa between Berlin and the western zones, that 

Berlin remains today in a state of semi-blockade." Accord- 
tog to Riddleberger, the USSR may be having "second thoughts' 9 
on lifting the blockade because the Soviet action has failed tos 
(a) retard progress toward the establishment of a west German 
government; (b) produce a "crack*' in over -all western trade 
policy vis-a-vis the Soviet bios; or (c) release a flow of west- 
era zone goods essential to the Soviet Zone and to the continua- 
tion of the Soviet reparations policy. Riddleberger therefore 
raises the possibility that the USSR may have intended to lift 
the blockade only enough to oermit reconvening the CFM while 
simultaneously retaining a favorable bargaining position in 
the event that no over -ail settle meat on Germany is reached 
and it later becomes necessary to negotiate some provisional 
arrangement lor Berlin. Riddleberger beliew, in view of 
continued Soviet restrictions on Berlin trade, that the Depart- 
ment of Slate should decide whether Soviet implementation of 
the Jessup-Malik agreement has been sufficient to warrant the 
convening of the CFM. 

(CIA Comment: CIA agrees that the USSR may be 
attempting to preserve the most favorable position possible 
In the event of a breakdown of the CFM negotiations. CIA 
further believes that the USSR will attempt at Paris to exploit 
certain remaining transport restrictions in bargaining on the 
over-all problem of German trad® and its relation to western 
export policy. CIA believes, however, that the Kremlin's 
strong desire to hold the CFM meeting would impel the USSR 
to modify its restrictions on Berlin trade if confronted by a 
western refusal to convene the CFM under present conditions.) g 
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136. Weekly Summary Excerpt, 10 June 1949, French Military Plans in Indochina 



FRENCH MILITARY PLANS IN INDOCHINA 



French plans to shift both manpower and materiel 
from their forces in F rench -occupied Germany and North 
Africa for an autumn military campaign against Communist- 
led rebels in north Indochina materially affect the strategic 
interests of the US in both the Western European and Far 
East theatres. In addition to reducing the defense potential 
of Western Union by shipping arms and equipment from 
French-occupied western Germany, the French action may 
Impair the prestige of the US in the Far East because the 
French forces will be using US -made and US -supplied arms 
and equipment. Moreover, the expenditure of French re- 
sources for the military operations in Indochina reduces the 
effectiveness of aid received under the European recovery 
program and delays the economic recovery of France. 

The French, who have been attempting to suppress 
a Communist-led insurrection in Indochina since 1345, main- 
tain that complete control of the China -Indochina border is 
necessary to keep the Chinese Communists from providing 
both men and materiel to the rebels or from evading Indo- 
china. The French also point cut tfcat a stabilization of their 
position in Indochina is essential if Southeast Asia is to be 
made secure against the menace of Communism. As another 
part of their program to re-establish control throughout Indo- 
china, the French recently signed an agreement with Bao Dai, 
former emperor of one of the thdochinese states, granting 
him authority to establish an "independent" government for 
Indochina within the French Union. Bao Dai will probably 
announce the formation of his government within the nest two 
weeks, and the French hope that Ise will gain the support of the 
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non -Communist followers in the rebel group. The French 
are convinced, however, tot substantial mQitary success 
against the resistance movement is necessary to Bao Dai's 
initial political success, in formulating their plans for 
Indochina, both Bao Dai and the French envisage public 
support from the US and military aid, which they have 
already indirectly requested. US compliance with these 
requests would provide the Far East Communist propa- 
gandists with another opportunity to charge that the US is 
supporting reactionary colonial powers against Si® interests 
of the Asian peoples. 
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137. ORE 45-49 Excerpt, 16 June 1949, Probable Developments in China 




PROBABLE DEVELOPMENTS IN CHINA 
SUMMARY 



Introductory Note: The purpose of the follow- 
ing discussion is to present probable develop- 
ments In China which will affect US interests 
during the next six to twelve months. 

1. Communist military forces are capable 
during the summer months of 1949 of destroy- 
ing all semblance of unity in the National Gov- 
ernment of China; and before the year is out, 
the Communists will have formed a central 
government which will seek international rec- 
ognition. 

2. The US cannot reverse or significantly 
check this course of events, nor is there any 
prospect that the Soviet orientation of the 
Chinese Communists can be altered in the im- 
mediate future. However, during the coming 
months, developments in China will raise a 
number of problems on which the US may 
either take action advancing, or avoid action 
compromising, its interests In China and else- 
where. Chief among these are the formation 
of a Communist central government claiming 
international recognition, Communist aims 
regarding Taiwan and Hong Kong, the Com- 
munist need for foreign trade, and US aid to 
anti-Communist groups in China. In addi- 
tion, US interests probably will be affected ad- 
versely by the expansion of Communist influ- 
ence throughout the Far East, particularly if 
a Chinese Communist regime gains seats on 
the Far Eastern Commission and the Allied 
Council for Japan, and acquires China's 
claims regarding a future Japanese peace 
treaty. 



3. The government to be organized by the 
Chinese Communists will be proclaimed as a 
"coalition," but actually will be a Communist 
dictatorship. In foreign affairs the Commu- 
nists during the coming months will continue 
to be solidly aligned with the USSR. The new 
regime will honor the Sino-Soviet Treaty of 
1945 and its attitude in international relations 
will be governed by the Moscow line. It will 
probably maintain an unfriendly attitude to- 
ward the US In particular and all other gov- 
ernments that impede the world Communist 
movement, as well as denounce China's exist- 
ing international agreements with those gov- 
ernments. 

4. Communist armed forces, now decisively 
superior to the Nationalists, will continue their 
program of area-by-area acquisition They 
are capable of eliminating all effective military 
resistance in the south, southwest, and north- 
west by the end of 1950. 

5. The Chinese Communists will probably 
not be faced with serious food shortages dur- 
ing the next year. Some progress will be 
made in reviving transportation and industry, 
and the Communists will have a relatively 
stable currency. The Communists' principal 
economic problem in the coming months will 
be that of acquiring petroleum, machinery, 
and perhaps cotton. There is little prospect 
of substantial Soviet aid, and domestic re- 
sources must be supplemented by these essen- 
tial imports. Therefore, China's economic re- 
covery during the next year will probably de- 
pend on active Western trade and close ties 
with occupied Japan. 



Note: The intelligence organizations of the Departments of Army, Navy, and the Air Force 
have concurred in this report; for a dissent of the Intelligence Organization of the 
Department of State, see Enclosure A, p. 21. This report contains information avail- 




1 



318 



138. Weekly Summary Excerpt, 17 June 1949, China: Soviet Orientation 



^J5E£RET_ 

FAR EAST 
CHINA 



Soviet Orientation Meanwhile, Chtaese Communist state- 
ments have foe«sn entirely in accord with 
orthodox Communist doctrine and the Party continues in its 
uarwavering acknowledgement of Soviet leadership in the 
international Communist movement. Despite this orthodoxy, 
the Chinese Communists may erect a temporary facade of 
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friendly cooperation, with the western pavers in order to 
expedite trade and commerce essential to China, Ie fact, 
China's tremendous economic needs and the nabllitv oi: 
the USSR to fill those needs dtrnt tan most lately prospect 
at present for the development af friction between the two 
nations. 
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139. Weekly Summary Excerpt, 24 June 1949, The CFM Meeting; Eastern Europe: Purges 



THE CFM MEETING 



The recent meeting of the Council o£ Foreign Ministers, 
which made substantial progress on the Austrian treaty and 
agreed in principle on a modus Vivendi for Germany, clearly 
revealed that the Kremlin does not yet believe that the unifica- 
tion of Germany would contribute to eventual Soviet control over 
Germany. The Kremlin is not ready to relax its grip on Berlin 
and east Germany and apparently believes that ultimate Soviet 
objectives can best be obtained by a slight relaxation in cold war 
tension and continuation of the partition of Germany. 

The failure of Vishinsky to build up a consistent propa- 
ganda pattern at Paris, as well as his defensive attitude and 
apparent improvisation, suggests that some basic change took 
place in the Soviet attitude not long before the meeting. The 
rude jolt to the USSR from, the May electtes in the Soviet Zone 
Germany and continuing difficulties In maintaining Soviet control 
over the Satellites may have contributed to the Soviet decision to 
mark time on the German question. More fundamentally, however, 
the USSR may have estimated that a western economic, recession 
is now approaching more rapidly fen was previously believed 
and consequently that the future will provide more favorable 
opportunities for the attainment of Soviet objectives in Germany 
and Western Europe. 

The Kremlin probably reasons that the western powers, 
particularly fee US, will be in a weaker position in the event of 
a depression to oppose the USSR because: (1) an economy -minded 
US would be more reluctant to give adequate support to the European 
recovery program and the Military AM Program; (2) economic dif- 
ficulties would weaken US -British -French solidarity; (3) Western 
Europe would be increasingly reluctant to maintain trade restric- 
tions against Eastern Europe; and (4) economic distress would 
make western Germany more receptive to Soviet overtures. 
With this in mind, the USSR apparently felt it necessary to preserve 
the states quo while making certain that the door remained open 
for future negotiations through the machinery of the CFM. A more 
fcracuient Soviet attitude at Paris might have increased western 
determination to re -arm and impelled western legislatures to 
continue their financial support of the "cold war* despite economic 
troubles at home. 
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EASTERN EUROPE 



By means of purging "nationalists" In the Satellite 
Communist parties, a more aggressive campaign agaiast the 
Catholic Church, and an intensification of its attacks upon 
Tito, the Kremlin is continuing Its attempts to consolidate 
its position and control in the Satellite countries. The vigor 
and intensity of Soviet activity in the Satellite area reflects 
continuing Soviet concern over the ability of the local Com- 
munist regimes to serve Soviet interests. Confronted with 
growing economic recovery to Western Europe in comparison 
with economic hardship in the Satellites, a still-defiant Yugo- 
slavia, and a more aggressively hostile Catholic Church, the 
Kremlin has apparently decided to ta&e prompt and drastic 
steps toward eliminating the last vestiges of opposition in 
its uneasy Satellites. 

Party Purges The vigorous efforts being made in Hwngary 

and Bulgaria to eradicate "nationalist'* 
deflationists indicate that the Kremlin has not yet solved the 
problem of "home -grown" Communism. Eu both countries, 
the ruling group of Moscow adherents is attacking a pro- 
minent nationalist Communist leader in order to make an 
example of him. Former Bulgarian economic csar Traichc 
Xostov and ex -Hungarian Foreign Minister X&aalo Rajk have 
already been expelled from the Communist Party. The Hun- 
garian regime now seeks to destroy R&jk totally by levelling 
at him the sensational charge of espionage for fee US, while 
the propaganda assault on Kostov, in which even the Com- 
inform journal is being utilised, continues unabated. Both 
Rostov and Rajlt had a substantial party following and had 
risen to power locally without direct Kremlin support 
Their destruction will demoralize anti-Moscow Bulgarian 
and Hungarian Communists and forestall the rise of any 
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Communists who might consider the national interest before 
that of the USSR. 

Anti-Catholic Drive The Soviet Union's continuing drive 

against the Catholic Church is cur- 
rently being focused on Czechoslovakia, where the probable 
imminent arrest of Archbishop Beran may follow the nattern 
established in the recent Mindszenty trial in Hungary f 
(lit Poland the Communist Government is preparing cases 
against certain Catholic bishops for collaboration with the 
Nazis.) The Czechoslovak Government is publicly accusing 
Beran of political activity against the state and will probably 
arrest him soon on trumped-up charges of treason based 
upon evidence allegedly found in the Archbishop's personal 
files. Beran's arrest will immobilize the last effective anti- 
Communist force in Czechoslovakia. Meanwhile, Soviet de- 
termination to eradicate Catholic power and influence in the 
Satellites has been matched by the increasingly aggressive 
anti-Communist stand of the Vatican. Communist plans to 
establish national or Communist-manipulated churches have 
apparently caused the Vatican to abandon all hope of achiev- 
ing a modus vivendi in the Satellites and instead to embark 
on a vigorous campaign to resist Communist anti -Catholic 
pressure. In addition to stepping up its radio propaganda 
designed to stiffen Catholic resistance in the Satellites, the 
Vatican has already meted out severe penalties of excom- 
munication and suspension to Catholics in Hungary and 
Czechoslovakia who participate in the anti -Church campaign. 
In addition, the Church may Soon issue a fundamental en- 
cyclical warning all Catholics in the Soviet orbit against 
cooperating with the Communists and appealing to the Chris- 
tian world for aid and intervention. Despite these Vatican 
moves, however, the Communists retain a definite advantage 
in the struggle. Basing their strategy on cutting the ties 
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binding local Catholic ckirches with Rome, on separating the 
Church hierarchy from the parish priests and the people, and 
on abolishing Catholic control over education, the Communist 
regimes have the means and determination eventually to des- 
troy all effective Catholic resistance in the Satellites. 

Polish Changes fa tightening their, grip on Poland, the pro- 
Moscow Communists have coat toed their 
slander campaign against the Catholic Church and are groom - 
ing Alebsaader Zawadski, a faithful Moscow follower, for 
titular leadership in the Party. Since Gotmilka was read out 
of the Party leadership about a year ago, Zawadski's ascent 
has been steady and rapid until now fee appears to be the 
Number Gae prospect to serve as the Party's front man. 
Service with the Red army and as a political commissar in 
the Soviet -sponsored Polish Army corps, plus eleven years 
of political imprisonment, have made Zawadski a convinced 
and ruthless Communist and a logical Kremlin choice to 
head the Polish Communist Party and perhaps eventually 
the Polish Government. 

A lbaaian Weakness The Soviet 5 'penetrationlsts , ' ' who 

have assumed direct control of the 
Hoxlsa administration in Albaaia, are concentrating their 
main efforts toward stabilising the regime on alleviating the 
nation's transportation difficulties. During 1949, Soviet rail- 
way technicians helped opeii a railroad running between the 
capitol at Tirana and the principal supply port at Biaraazo„ 
Despite the presence and activities of the Soviet representatives 
in Albania and other Soviet efforts to maintain this weak and 
distant Satellite outpost, Hoxha remains pessimistic about 
the future of both himself and his country. His pessimism Ss 
based upon: (1) Albania's basic poverty and lack of self-suffi- 
ciency; (2) the current hostility of the people toward his pro- 
Soviet regime; and (3) the isolation of Albania from the rest 
of the Soviet bloc. 
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140. Intelligence Memorandum 202, 25 July 1949, Review of CIA Estimate ORE 60-48: 
Threats to the Security of the United States 



CENTRAL IKTSOlEffiWCB AGENCY 3 

INTEL!. IGEECE JfiaORAWDUK NO. 202 2 5 July 1949 

SUBJECTS Revies of CIA Estimate ORE 60-48: Threats to the Security of the 
Otaitod States (Published 28 September 1943} , 

1* The threats to US security and the possibility of direct Soviet 
military action against the West have been under continuing review during the 
last fen years.. In ORE 60-48, dated 13 September 1948, entitled "threats 
to the Security of the Dnited States," it nas estimated that within the next 
decade the USSR was unlikely deliberately to resort to war to gain its end 
unless it considered that it tsas in imminent danger of attack by the 
Western Powers. In ORE 46-49, dated 21 April 1949, entitled "Possibility 
of Direct Military Action during 1949," it « a s estimated that a deliberate 
Soviet resort to military action against the lest in 1949 «ae improbable r . It 
was pointed out in the latter study, however, that international tension had 
increased during 1948 and that it would probably increase further during 1949. 
In these circumstances it sas estimated that the danger of an unintended 
outbreak of hostilities through miscalculation on either side must be 
considered to have increased. 

2. A review of developments since publication of ORE 46-49, lends 
further eonfinsation to the basic estimate that the USSR is unlikely 



Notes This memorandum is in process of coordination with the intelligence 
organisations of the Departments of State, Amy, Mavy, and the Air 
Force. 
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deliberately to resort to direct military action dui-ing the. next dt*o«2e aad 
to the specific; estimate that a resort to military action during 1%9 is 
ixapi-obtble. These derolopssct* likewise point to a sutbstantial reduction 
in the danger of an unintended outbreak of hostilities through raiscalsulatioa 
on either aide* The most significant rcay be noted as folloiss: 

a, The USSR accepted the signing of the Atlantic Pact without the 
threatening moves against Finland, Scandinavian Jugoslavia, and Iran,, which 
■seers considered possible. 

b. International tension has been substantially reduced by Soviet 
initiative in proposing to lift the Berlin Blockade in consideration of a 
reconvening of the Council of Foreign ISnisters. The USSR has likewi.se in- 
dicated a desire to increase East-West trade and to continue discussions on 
a Four-Power basis in further meetings of the CFM. 

g. The increasing evidences of nationalist "deviationisxa" and 
economic difficulties in the satellite states bring into sharp relief the 
basic weaknesses in the position of the USSR and the need for a protracted 
period of peace in order to consolidate its position within its own sphere. 

d„ The unexpectedly rapid rise of a strong Co;amunist State in 
China offers the USSR, on the one hand, the opportutiity of quickly expanding 
its influence by peaceful means in Aaia and, on the other, confronts it with 
the delicate problem of attempting to bring tbe new CoLiasinist regime into 
the framework cf an international dictatorship directed from SSoscok. A 
deliberate resort to military action to attain its objectives in Best&m 
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Europe might adversely affect those favorable prospects of attaining Soviet 
objectives in the Far £ast by peaceful, means* 

e- The development of the economic recess5.on in the UK and the 
dollar crisi3 hi the OK appears to have confined the USSR in its belief 
that a general economic crisis in the capitalist world is at hand. Under 
these circumstances the USSR undoubtedly anticipates that US support of 
Western Europe will be substantially weakened, that Western unity will be 
disrupted by conflicting economic interests and that, as a result, 
opportunities will open up for the attainment of Soviet objectives without 
resort to military action. 

3. It is concluded, therefore, that the danger of war as the result 
of deliberate Soviet military action or of miscalculations on the part of 
either side will be less during the next year or two than at aay time in 
recent years. However, if economic conditions deteriorate, particularly in 
Japan or Germany, it is possible that Communist exploitation of these 
difficulties might create local disturbances that would increase the internal 
security problem of US occupation forces. 



- 3 -• 



327 



141. Weekly Summary Excerpt, 29 July 1949, Nationalism in the Satellites 



.SE C R ET 



NATIONALISM IN THE SATELLITES 



Although the widespread purges of Satellite Communist 
parties during the past year 'were motivated largely by the 
Kremlin's desire to crush a rising "nationalistic" sentiment, 
there remains little likelihood that resurgent nationalism -will 
lead any of the Satellites to emulate Tito's nationalist revolt 
in the near future. In this eastern European nationalism, 
however, the Kremlin feces an elusive opponent which grows 
in proportion to the Kremlin's efforts to destroy it. Many of 
the rank and file Satellite Party members who have adopted 
the economic and social theories of Communism are becoming 
increasingly restive under Soviet exploitation of their nations. 
TMs feeling, which is also nurtured by a long tradition of antl- 
Russianism,, will undoubtedly have continuing though ineffective 
repercussions within the various Satellite Communist hierarchies 
as Party leaders continue to be faced with the choice of support- 
ing their own national interests or accepting mounting exploita- 
tion by the Kremlin. 

At the present time, however, Satellite "nationalism," 
both within and outside the Communist parties, is an undisci- 
plined and leaderless force which the Kremlin is fully capable 
of controlling. Moreover, growing numbers of thoroughly 
loyal Kremlin followers being installed in power in the Satel- 
lites are consolidating their control of the Satellite security 
forces through a combination of blind loyalty, intensive espio - 
nage, and ruthless terror. Nationalist Communists who have 
succeeded in reaching positions of authority either have been, 
or are being, eliminated. The Krsmlte's successful ouster, 
without overt repercussions, of such popular Communist 
leaders as Gomulha (Poland), Rajk (Hungary), and Kostov 
(Bulgaria) is sufficient warning to other Satellite leaders with 
"nationalistic" tendencies. 
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fe Poland, where nationalism is probably as strongly 
Sngr&Sned in the C ommimists as anywhere ia ©astern Europe, 
tight Kremlin controls and the Soviet occupation troops 
rente any "anti-ssationalist'' coap within the Party highly 
improbable at this time. The least secure sector of the 
Sovist power position in eastern Europe is located in isolated 
and tiny Albania, but even there the USSR has been making 
strenuous efforts to maintain an unpopular pro-Soviet group 
in power through repeated purges of "nationalist" elements. 
M Bulgaria and Hungary, effective nationalist opposition has 
been eliminated for the present as a result of the recent 
dismissal and disgrace of Bulgarian economic csar Kostov 
and Hungarian foreign Minister Bajk. Csechosloimkia re- 
mains the only Satellite where the Communist Party has not 
been publicly purged during the last year of "nationalist" 
tendencies and elements. 
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142. Daily Summary Excerpt, 22 August 1949, Soviet Military Move Against Tito Held 
Unlikely 
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GENERAL 




1. Soviet military move against Tito held unlikely— US Ambas- 
sador Kirk reports that foreign diplomatic observers in 
Moscow continue to discount the probability of direct Soviet 
action against Tito at this time despite the ominous tone of 
the latest Soviet note to Yugoslavia. According to Kirk, the 
US Embassy is in general agreement with the view of most 
observers that the Kremlin is counting on the liquidation of 
Tito as a consequence of the serious Yugoslav economic situ- 
ation and a Soviet "war of nerves" accompanied by harassing 
measures short of hostilities. 


AS /} - S 


US Embassy Belgrade reports, concerning current 
rumors of Soviet troop movements along the Yugoslav border, 
that although the Yugoslav Government is believed fully aware 
of such rumors, there is no evidence that new security 
measures are being taken. 




(CIA Comment: CIA agrees that overt Soviet military 
action against Yugoslavia remains doubtful. CIA considers 
the rumors from Htinuarv and Rumania, rpwrrflni? Snvi^f- troonet 
movements along the Yugoslav border to be a part of the Soviet 
"war of nerves" rather than an indication of imminent military 
action by the USSR.) 
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143. Weekly Summary Excerpt, 9 September 1949, Indochina: Ho's Defiance 



SECRET 



INDOCHINA 

Ho's Defiance Recent defiant statements by Ho Chi Minn's 

resistance government in Indochina have 
virtually eliminated the prospect of Ho's agreeing to a compro- 
mise settlement for "independence" within the framework of 
the French Union. The Ho regime has flatly denied that Bao Dai 
has won more concessions for Vietnam than were embodied 
in earlier agreements between Ho and the French. Moreover, 
the Ho regime is demanding unqualified independence for Indo- 
china, offering no concessions to the French and demanding 
none. Meanwhile, Ho's relationship with the Kremlin and the 
Chinese Communists remains obscure. His present defiant 
stand was at least in part the result of his encouragement over 
Communist victories in China, and Ho has stated his willingness 
to accept military equipment from the Chinese Communists. 
On the other hand, Ho still maintains that neutrality between 
the US and the USSR is both possible and desirable, and his 
repudiation of the French Union is inconsistent with recent 
pleas by Radio Moscow for Franco -Vietnamese conciliation 
within the Union. 
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144. Weekly Summary Excerpt, 23 September 1949, Eastern Europe: Communist 
Deviation; Hungary: Treason Trial 



EASTERN EUROPE 



Communist Deviation Within recant weeks, the dis- 
integrating effect on international 
Communism of Tito's defection from the Soviet orbit has 
become increasingly apparent and could eventually result 
in the formation of a Tito supported, anti -Stalinist Com- 
munist movement. In France, Germany, and Italy, Com- 
munists supporting Tito have defied the Party, and there 
are increasing indications that groups as yet unorganized 
have rallied to his support even in the Satellites. At some 
future time, these dissidents who opposed Soviet Commu- 
nism both before and after the Tito-Kremlin rift may 
unite to form an organization which -would seriously 
challenge the Soviet position as the leading Communist 
state and as the sole interpreter of Communist doctrine. 
A necessary premise to amalgamation of these dissident 
Communist groups is the need to abandon the many sharply 
divergent interpretations of the Marxist -Leninist doctrine. 
If a dispute on these divergent views could be postponed 
temporarily, a Communist movement, not oriented toward 
Moscow and without prejudice to national sovereignty, might 
develop that would carry considerably more appeal and in- 
fluence, especially in non-Communist countries, than Stalin- 
ism. In the Satellites, the USSR has already felt it necessary 
to take stringent measures against nationalist deviation. Tito 
would undoubtedly sympathize with any such anti-Stalinist 
defection, but he is not likely to give his overt support to it 
at this time. If, however, an independent Communist move- 
ment gains momentum, he might well aspire to become its 
rallying point. 
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HUNGARY 

Treason Trial The current trial in Budapest involving 

ex -Minister of Interior Laszlo Rajk and 
other disaffected Communists differs in one important 
respect from the numerous postwar treason trials In the 
Satellites. Until now, the arch-enemy, has been the 
"imperialist" West, In the current trial, Tito has replaced 
the West as the principal villain. Although the trial is thus 
another weapon being used by the Kremlin in the war of 
nerves against Yugoslavia, it is designed primarily to 
unify the Party by eliminating a dangerous deviaiionist 
group and to demonstrate to Communists throughout the 
Soviet orbit the futility of defying the USSR. That the Krem- 
lin feels it necessary to stage the trial at this time, however, 
indicates both the strength of anti -Moscow feeling among 
Satellite Communists and the need for continuing drastic 
measures by the USSR to keep its Satellite parties in line. 
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145. Weekly Summary Excerpt, 30 September 1949, Soviet Union: Atomic Explosion 



Atomic Explosion With the announcement of an atomic 

explosion in the USSR, Soviet capabilities 
for fighting the cold war have been increased. No immediate 
change in Soviet policy or tactics is expected. In fact, the 
improvement in the Soviet power position resulting from 
possession of the atomic bomb makes it less likely that the 
USSR will relax its intransigence in East-West negotiations. 
Moreover, the USSR can use the new situation to advantage 
as additional support for nearly all the major policy lines it 
has followed since the end of World War II. 




SOVIET UNION 
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SOVIET UNION 

In its continuing efforts to cheek growing Western 
European economic and military unity, the USSR will now 
exploit the world-wide fear of an atomic war. In this 
respect, the USSR has seriously weakened the psychological 
advantage until now held by the US as a result of monopoly 
o£ atomic weapons, particularly since the announcement 
was made before the US had succeeded in building a strong 
political, economic, and military bulwark against Soviet 
expansion. 

Meanwhile, the USSR may find it easier to gain 
support for a UN compromise between the US and Soviet 
positions on control of atomic energy. The Soviet stand, 
calling for destruction of atomic weapons before inter- 
national controls are imposed, will have greater propaganda 
effect inasmuch as Soviet spokesmen can now assert that 
Soviet atomic weapons will also be destroyed. The USSR 
will not relax its opposition to effective international con- 
trol of atomic energy but, in view of the advantages accruing 
to the USSR from an international convention outlawing 
atomic weapons, will probably increase its efforts to compro- 
mise the US atomic energy position. 

Lastly, Soviet possession of the atomic weapon will 
greatly strengthen the current Soviet "peace offensive." 
It will enable Communist front organisations to point to 
the willingness of the USSR to destroy all atomic weapons 
and to stress the greater urgency for acceptance of the 
Soviet proposal for a five -power peace pact. 
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146. Daily Summary Excerpt, 6 October 1949, Molotov Reported Handling Soviet Internal 
Problems 
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GENERAL 

1. Molotov reported handling Soviet internal problems -- 
According to US Ambassador Jessup at the UN, Soviet 
Foreign Minister Vishinsky told British Foreign Secre- 
tary Bevin, in response to his Query concerning the 
health of ex-Foreign Minister Molotov, that Molotov is 
now concerned solely with economic -financial problems 
and the rehabilitation of the Soviet economy. 

(CIA Comment: Confirmation of Ms report that 
Stalin's right-hand man is engaged solely with internal 
problems would point to an increased Soviet emphasis 
upon dealing with domestic and Satellite difficulties 
springing from Tito's defection and the present adverse 
position of the USSR in the cold war,) 
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147. Weekly Summary Excerpt, 7 October 1949, Germany: East Zone Government 



.^SECRET 



WESTERN EUROPE 



GERMANY 



East Zone Government Formation on 7 October of the 

Soviet -sponsored German Demo- 
cratic Republic in East Germany is a logical Soviet re- 
action to developments in West Germany and represents 
a Soviet effort to regain the initiative in Germany. The 
new regime, by claiming sovereignty over all Germany, 
will enable the USSR to counter the attraction of the 
Bonn Government as the focal point of German unity. 
Moreover, establishment of the new regime with its 
capital in Berlin may result in increased Soviet pressure 
for the withdrawal of the western powers from Berlin. 
In an attempt to obtain the maximum political advantages 
from the East German state, the USSR will grant the 
new regime the appearance of greater independence than 
the West German Government through such propaganda 
devices as promises of early troop withdrawal, a separate 
peace treaty, and diplomatic recognition by the USSR and 
the Satellites, it is unlikely, however, that the USSR will 
risk early withdrawal of its troops from the Soviet Zone. 
Moreover, the Kremlin is unlikely to propose seriously 
a merger of the East and West governments until the 
Soviet position throughout Germany is considerably 
stronger. 
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148. Intelligence Memorandum 248 Excerpt, 7 November 1949, Satellite Relations With 
the USSR and the West 



CENTRAL jiraSLLIGSWOE AGSECI 

7 November 194? 

EfiSLLIGESDS MEMORANDUM HO, 2#8 

SUBJECT* Satellite Relations with the USSR and the West 

The separation of any Coininform Satellite from the Soviet < rhit is 
tmlilcelv under current conditions. Circumstances comparable to those 
which enabled Tito successfully to challenge Soviet domination in Yugo~ 
clavia do not exist in the other Satellites, By the drastic remedial 
measures to which it has resorted, the Kremlin has indicated its aware- 
ness of the grave dangers to its control of Eastern Europe inherent in. 
satellite nat5.onsliam. 

The Cominform Satellites can be expected to maintain a basically 
antagonistic policy toward the US reflecting that of the Soviet UnSoac 
Any relaxation of satellite antagonism toward the US would be a temporary 
tactic motivated by opportunistic considerations. 

The current shift in the Jugoslav attitude toward the US is based 
on motives of self-preservation before the mounting pressure from the 
Soviet bloc. However* the continued dependence of Yugoslavia on US support 

Notes This memorandum has not been coordinated with the intelligence 
organizations of the Departments of State » Array., Ifevy> and the 
Aii> Force* 
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148. (Continued) 




against the Soviet Colon will probably reavtlt in a gradually improved 
Yugoslav attitude tovard the US, 

Approximately 90 percent of the populations within the Satellites 
are hostile to the Cezaasaaisfc regimes iEposed on thea„ Although opposition 
elements in -She various Satellites constitute a saajority of the population, 
Cosssronist aeasures aiJasd. at separating thaa and destroying their organi- 
zation and leadership* render such elements ineffective as opponents to 
Gosssuaiet domination of Eastern Europe, 

Local CoHsaaiist control over the sate3.3i.te peoples Is ejterc&sed through 
the traditional CJonsaxnist Isstruvasnts which include the Party? security 
organs, and the araed forceso la addition, subsidiary political., cultural., 
and economic organisations are used to disseminate CaranHnist influence 0 

2he presence or availability of Soviet Military night in the Satellites 
constitutes the most potent factor in maintaining the Cozssmist regimes in 
power. The various Ceaaannist parties under the iraasdxate direction and 
control of reliable Soviet agents, fora the chief vehicles hr which the 
aovietiaation of Eastern Europe is being carried out. The entire political, 
oilitary, and economic life of the Satellites is being geared to the tn- 
plerasntatioa of Soviet alias under a tight Kremlin control. In soras instances P 
the Soviet Embassy itself serves as the wain coEsmand channel between the 
Kremlin and the satellite governments? in others, trusted local CoaEunists 
have direct aeeeso to Moscow, 

- 2 ~ 
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148. (Continued) 




The USSH has already attained a high degree of economic control over 
the Satellites* One of ths Eajor points of Soviet vulnerability, however, 
is the subordination of satellite economic welfare to Soviet interest. Con- 
siderable popular resentments even in Coimunist circles, has resulted from 
the forceful transformation of the economic structure of Eastern Europe, 
the lowered standard of living, and ths failure of the USSR to meet the 
.industrial requireisents of the Satellites. Tuixs far, however, Soviet 
political and economic control has been sufficient to prevent effective 
nationalist deviation from Kremlin authority* MeaavMle, the IB ezport 
control program has contributed substantially to slo^sing the rate of economic 
development in the Satellites and has added to the strain in present Soviet- 
Satellite relations. 



340 



149. Weekly Summary Excerpt, 10 November 1949, Soviet Union: Malenkov Speech 
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SOVIET UNION 

Malenkov Speech In a speech more bellicose and boastful 

than the 1948 address, Politburo- 
member Malenkov keynoted the thirty -second anniversary 
of the Bolshevik Revolution with a repetition of the well- 
worn Soviet propaganda line. Although Malenkov's speech 
Indicated that the Kremlin to a greater extent than ever 
before considers the US its principal enemy, there was no 
hint of a change in Soviet cold war tactics or of the abandon- 
ment of well -tested Soviet subversive methods for the achieve- 
ment of economic and political goals. With regard to Germany, 
Malenkov's remarks implied a continuing Soviet desire for 
a unified Germany under Communist control and emphasized 
that, such a solution was vital to the preservation of world 
peace. The Communist regime in China was referred to 
almost deferentially, much as a junior partner rather than 
a Satellite, and by linking India with China as a decisive factor 
in the East-West struggle, Malenkov also implied that China 
was a springboard rather than a resting point for Soviet ex- 
pansion in the Far East. Malenkov's exaggerated assertions 
of internal economic achievements are intended to conceal the 
inadequacies of the current five-year plan and prepare the 
way for its abandonment in January 1950 in favor of a "master" 
plan for the entire orbit under the direction of the Council for 
Economic Mutual Assistance, Delivery of this important 
address by Malenkov clearly established him as the number 
three man in the Soviet hierarchy, ranking behind only Stalin 
and Molotov. 
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150. Daily Summary Excerpt, 29 November 1949, Soviet Attack "Reported" for 1950 
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GENERAL 

!• Soviet atta ck "reported" for 1950 — The US Consul in 
Bremen transmits a report from an "old and reliable" 
contact residing in western Berlin that "war is expected 
in the spring of 1950." Source asserts that a Soviet 
army of 600,000 is on the new Polish border, that the 
USSR is operating two former German rocket bases, and 
that these rockets have a range of 4800 kilometers 
^approximately 3,000 miles). The Consul comments that 
source is in touch with intimates of Minister President 
Grotewohl"; he further comments that the foregoing is 
believed to be a reliable report concerning information 
which the USSR is now furnishing top officials of the 
East German Government. ■ .< 

(CIA Comment: CIA estimates that such an 
attack by the USSR in the spring of 1950 is improbable. 
This report probably represents an extension of the 
Soviet propaganda line designed to rally East Germans 
behind the Soviet puppet government and to frighten those 
elements of the German population which are supporting 
the West) 
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151. Daily Summary Excerpt, 5 December 1949, Comments on Soviet Plans Against Tito 
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1. Comments on Soviet plans against Tito — In discussing the 
possibility of Soviet armed action to liquidate Tito, US 
Embassy Belgrade expresses the opinion that the Kremlin 
will not "move openly" with military forces against 
Tito until convinced that his liquidation is absolutely 
essential. The Embassy adds that if Tito's heretical 
influence can be weakened or if he can be "ideologically 
sealed off" the Kremlin may feel that the risk of 
resorting to arms would not be justified. The Embassy 
does not believe that Soviet attempts to establish Tito 
as a "Fascist spy" will be successful in eliminating the 
dangers to the Soviet system inherent in Titoismj the 
Embassy points out, however, that the Kremlin "might 
well feel otherwise." 

(CJA Comment: CIA believes that although the Kremlin 
continues to be fully aware of the danger of Titoism, full 
scale military operations against Tito would not be under- 
taken unless the Kremlin is convinced that the US would 
hot intervene militarily.) 



- 1 - 



343 



152. Weekly Summary Excerpt, 9 December 1949, Palestine: Soviet Policy 



NEAR EAST -AFRICA 



PALESTINE 

Soviet Policy In openly supporting the internationaliza- 
tion of Jerusalem, the USSR has once again 
demonstrated its desire to gain a voice in Near Eastern 
affairs and to foster dissension and unrest in the area and 
has highlighted the deterioration of Soviet-Israeli relations. 
The USSR probably supports internationalization, not 
only for the opportunity it affords for a direct Soviet voice 
in the administration of Jerusalem but in the hope that the 
plan will prove unworkable and thus give rise to irridentist 
agitation and political instability. Although the USSR has 
abandoned its support for Israel on this issue, basic Soviet 
objectives remain unchanged: namely, to reduce Anglo- 
American influence, promote disunity in the Near East, and 
foster political and economic instability. Thus, in pursuance 
of these aims, the USSR at first supported Israel. With the 
gradual strengthening of US -Israeli ties, the USSR has re- 
duced its support and is again laying emphasis on its basic 
anti-Zionist policy. Similarly, Soviet support for a separate 
Arab state in Palestine is designed primarily to weaken 
UK -supported Jordan and to increase fragmentation in the 
Arab world. 
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153. Daily Summary Excerpt, 14 December 1949, Estimate of Soviet Position in Europe 
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1. Estimate of Soviet position in Europe — US Ambassador 
Kirk in Moscow suggests that the Kremlin's year -end 
estimate of the European scene is probably characterized 
by: (a) satisfaction in general regarding Satellite con- 
trol and evolution; (b) continuing anger and concern over 
Tito, tempered by the belief that incipient Titoism is 
being effectively suppressed in the remaining Satellites; 
and (c) real hopes for eventual advances in Germany and 
Western Europe. Kirk points out that although the Kremlin 
is aware of increased western integration and the loss of 
Communist control of world labor, the Kremlin never- 
theless may expect these western gains to be wiped out 
eventually by the "deepening economic crisis" and 
"contradictions" between the western powers. The 
Ambassador concludes that Moscow may again, as in 
1947, be considerably over-estimating Soviet prospects 
outside the Iron Curtain in Europe, 

(CIA Comment: CIA believes that despite the 
Krejpjin's optimistic expectations for an eventual 
western economic crisis and increasing disunity 
among the western powers, the Kremlin probably 
recognizes that the USSR has suffered a temporary 
setback in Europe caused by: (a) military, economic, 
and political measures undertaken by the western 
powers; (b) the problems arising from Tito's deviations; 
and (c) reduced effectiveness of Communist parties in 
Western European nations. ) 
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154. Daily Summary Excerpt, 4 January 1950, Implications of Mao's Prolonged Stay in 
Moscow 
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1. Implications of Mao's prolonged stay in Moscow — 
Commenting on the recent statement by Chinese 
Communist leader Mao Tse-tung that he expected 
to remain in the USSR for "several weeks," US 
. * Embassy Moscow considers it odd that Mao would 
absent himself from China for an extended period 
at this critical time. The Embassy cites previous 
reports of the "nationalistic" flavor of Mao's leader- 
ship and suggests that: (a) Mao's return to Peiping 
is being delayed by failure to reach agreement in 
negotiations with the USSR; and (b) strongly pro- 
Kremlin elements in the Chinese Communist Party may 
be expected to take advantage of Mao's absence to 
strengthen their position at the expense of the "national- 
istic" faction in the Party. 




(CIA Comment: CIA believes that Mao's return to 
China may be delayed by an inability to reach agreement 
on certain provisions of a revised Sino-Soviet treaty. 
CIA has no evidence, however, that Mao is out of favor 
with the Kremlin or that an anti-Mao coup is being 
planned in China. ) 
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155. Weekly Summary Excerpt, 13 January 1950, Far East: Soviet Relations; Korea: Troop 
Buildup 



SECRET 



FAR EAST 



Soviet Relations Mao Tse-tung's protracted stay in Moscow 

has aroused speculation regarding a de- 
terioration in Sino-Soviet relations and Chinese Communist 
resistance to Soviet encroachment. Although the length of 
Mao's visit' may be the result of difficulties in reaching agree- 
ment on a revised Sino-Soviet treaty, the treaty will probably 
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SECRET 



CHINA. 

be signed this month and it is unlikely that Mao is 
proving dangerously intractable. Mao is a genuine 
and orthodox Stalinist, ts in firm control of the 
Chinese Communist Party, and is recognized as its 
head by all Party leaders and by the Chinese people 
generally, There is no evidence that any Communist 
faction is strong enough to succeed in an anti-Mao 
coup or that the USSR <would be so rash as to replace 
Mao at this time. The Kremlin probably realizes that 
for some time its position in China will be best served 
by retaining the voluntary cooperation of the Chinese 
Communists rather than by using open or implied 
coercion. 
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SECRET 



KOREA 

Troop Build Up The continuing southward movement of 

the expanding Korean People's Army 
toward the thirty -eighth parallel probably constitutes a 
defensive measure to offset the growing strength of the 
offensively minded South Korean Army, The influx of 
Chinese Communist-trained troops from Manchuria, how- 
ever, will partially solve North Korea's manpower shortage 
and will add materially to the combat potential of the North 
Korean Army. North Korean military strength has been 
further bolstered by the assignment of tanks and heavy 
field guns to units in the thirty -eighth parallel zone and by 
the development of North Korean air capabilities,, Despite 
this increase in North Korean military strength, the poss - 
ibility of an invasion of South Korea is unlikely unless North 
Korean forces can develop a clear-cut superiority over the 
increasingly efficient South Korean- Army. 
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156. Daily Summary Excerpt, 1 February 1950, Implications of Soviet Recognition of the 
Ho Regime in Indochina 
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ANNEX 

1 February 1950 

IMPLICATIONS OF SOVIET RECOGNITION OF THE 
HO REGIME IN INDOCHINA 

Soviet recognition of Ho Chi Minh's "Democratic 
Republic of Vietnam" early this week, following similar 
action by the Chinese Communists, has jeopardized the al- 
readyuneasy position of the French— and the French- 
sponsored Bao Dai regime— in Indochina. The implicit 
threat in the Communist diplomatic maneuvers is strength- 
ened by the presence of Chinese Communist forces on. the 
Indochina frontier and their ability to make substantial mili- 
tary supplies available to the pro -Communist Ho regime. 
This combination of political and military pressure may, by 
itself, force the French to withdraw from Indochina within 
a year. In the unlikely event that the Chinese Communist 
Government should send a major military force into Indochina 
for action against the French, French withdrawal could be ex- 
pected within six months. 

If France is driven from Indochina, the resulting 
emergence of an indigenous Communist-dominated regime 
in Vietnam, together with pressures exerted by Peiping and 
Moscow, would probably bring about the orientation of adjacent 
Thailand and Burma toward the Communist orbit. Under these 
circumstances, other Asian states —Malaya and Indonesia, par- 
ticularly—would become highly vulnerable to the extension 
of Communist influence. 

Meanwhile, by recognizing the Ho regime, the USSR 
has revealed its determination to force France completely 
out of Indochina and to install a Communist government. 
Alone, France is incapable of preventing such a development. 
Although Western nations are committed to support of the 
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French on the diplomatic level --the US and the UK, for ex- 
ample, plan shortly to extend recognition to the French- 
sponsored Bao Dai regime— such actions are unlikely to 
halt the present trend in Indochina. Prospects for obtaining 
additional diplomatic support for the French or Bao Dai are 
poor in view of the unwillingness of most Asian nations to 
assist what they regard as a 1 "colonialist' ' puppet regime . 
In fact, many of these nations can interpret Soviet and Chinese 
recognition of Ho as concrete action in support of Asian na- 
tionalism. 

In resisting the Communist advance, France can 
now turn for assistance only to the US, which, in the face of 
recent actions by the USSR and China in seizing the initiative 
in Southeast Asia, is now confronted with the general alter- 
natives of either increasing its support of Bao Dai or with- 
drawing such support as has already been afforded. Adoption 
of theTirst alternative sets up Bao Dai as the principal anti- 
Communist instrument in Indochina, despite the inherent 
weakness of his position. Asian nations, moreover, would 
tend to interpret such US action as support of continued 
Western colonialism. The second alternative, which would 
result in the inevitable downfall of Bao Dai, would open the 
way for intensified Communist action in Southeast Asia and 
would render increasingly difficult the containment of Soviet 
influence throughout the Far East. 
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157. Daily Summary Excerpt, 3 February 1950, French Views on Indochina 
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French views on Indochina --According to US Ambassador fs 
Bruce in Paris, Parodi, Secretary of the French Foreign 
Office, is very "gloomy" about the implications for Indo- 
china of recent Soviet actions. Parodi is inclined to be- 
lieve that the Chinese Communists will grant strong 
support in equipment and technicians to the Vietnamese 
guerrilla leader Ho Chi Minh and that they may even 
launch a direct military assault against Indochina. Parodi 
stated that the French, in either case, could not withstand 
indefinitely and that his Government was planning to make 
inquiries concerning US intentions if such developments 
should materialize, 

(CIA Comment: CIA believes that the Chinese Com- 
munists can make substantial military supplies available 
to Ho Chi Minh but that they are unlikely to send a major 
military force into Indochina.) 
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158. Weekly Summary Excerpt, 3 February 1950, UN: Soviet Walkout; Southeast Asia: 
Soviet Pressure 



EASTERN EUROPE 



Soviet Walkout One major purpose of the Soviet UN 
walkout was probably to contribute 
to the Soviet effort to isolate China from Western in- 
fluce by making it as difficult as possible for the US to 
reverse its China policy. The dramatic Soviet boycott 
of the UN, along with abuses of US officials and property 
in China, makes US recognition of the Peiping regime 
increasingly difficult in the face of opposition in the US 
Congress and press. The USSR is, therefore, encouraging 
a situation in which US recognition of the Chinese Com- 
munist regime could be widely construed and propagandized 
as an outright surrender to Soviet pressure. The walkout, 
although ostensibly designed to force the early unseating 
of Nationalist delegates, may actually have delayed the 
shift to Communist Chinese representation in the UN. 

Although Chinese and Soviet recognition of Ho Chi 
Minh (Communist leader in Indochina) is primarily aimed 
at fostering revolutionary activity in Southeast Asia, this 
action may also be parts of the Soviet effort to minimize 
contacts between China and the West. Such Soviet moves 
which effectively postpone the establishment of US and 
French relations with China correspond to the general 
Soviet policy of discouraging Western contacts with the 
Soviet Satellites in Europe. 
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SOUTHEAST ASIA 

Soviet Pressure The extension of Soviet recognition to the 
United States of Indonesia and to Ho Chi 
Minn (Communist leader opposing the Bao Dai Government 
in Indochina) may presage greatly increased Soviet pressure 
against the Western position in Southeast Asia. In Indochina, 
support from the USSR and the Chinese Communists will 
probably strengthen resistance to Bao Dai and may turn the 
balance in favor of Ho. Moreover, the extension of Soviet 
recognition to Ho will: (1) counteract the expected political 
impact of Western recognition of Bao Dai; and (2) probably 
increase the reluctance of neighboring countries to follow 
the Western lead in recognizing Bao Dai. In Indonesia, where 
political leaders are attempting to maintain a neutral position 
between the US and the USSR, Soviet recognition will arouse 
little suspicion that the USSR may eventually use its mission 
to work with subversive groups. Near the Chinese border in 
the Burmese hill state of Kengtung, Chinese "Communist" 
freebooters are creating enough trouble to arouse some 
apprehension in Rangoon. 
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159. Weekly Summary Excerpt, 10 February 1950, France: Indochina Policy 



FRANCE 



Indochina Policy Although popular support at home for the 

French Government's Indochina policy 
has increased as a result of S oviet and Chinese recognition 
of Ho Chi Minh, prospects for implementing the policy suc- 
cessfully remain poor. The level of the military effort being 
maintained in Indochina is close to the maximum of French 
capabilities; if the Chinese Communists provide appreciable 
support to Ho Chi Minh in the form of military technicians 
and equipment, France will be incapable of containing the 
resistance movement without outside assistance. The French 
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-SOCKET 



FRANCE 

are likely, therefore, to increase their efforts to obtain 
British and US support, basing their claim on the growing 
urgency of regarding Indochina as a critical battleground 
in the East-West struggle. 
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160. Weekly Summary Excerpt, 17 February 1950, Sino-Soviet Pact 



FAR EAST 



Sino-Soviet Pact By concluding an ostensibly benevolent 

treaty with the Chinese Communists, the 
USSR has obtained a three-year period of grace in which to 
tighten its grip on Communist China. The treaty will at 
once confute the " imperialists" outside China and conciliate 
internal opposition to the Communist regime. By not im- 
mediately relinquishing control over Dairen, Port Arthur, 
and the Manchurian railways, however, the USSR will main- 
tain control of strategic assets in China, while continuing 
to advance the process by which Soviet, influence in China 
becomes Soviet control. The USSR can be expected to 
gradually strengthen its grip on the Chinese Communist 
Party apparatus, on the armed forces, on the secret police, 
and on communications and informational media. One im- 
mediate result of the treaty will be the strengthening of the 
Stalinist faction of the Chinese Communist Party for action 
against the rather sizeable bloc of nationalistic Chinese 
Communists, 
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Increased Communist Pressure in Southeast Asia 
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1„ Reported Soviet military preparations in Austria --US 
Ambassador Johnson in Rib de Janeiro reports that the 
Brazilian Minister in Vienna has been informed by 
Austrian Foreign Minister Gruber that he is "absolutely 
sure" the Soviet command in Vienna began about twenty 
days ago military preparations which indicate the USSR 
is planning large-scale military action. In support of 
his conviction, Gruber stated that; (a) new strategic 
points in Austria have been occupied by considerable 
Soviet forces; (b) large quantities of modern materiel 
and equipment are continuously arriving at Soviet garri- 
sons; and (c) Soviet lines of communication are being 
carefully protected by new contingents of selected troops , 
Gruber also assured the Brazilian Minister that he is ex- 
pecting momentarily a Soviet "surprise" in Europe, not 
excluding the possibility of the opening of hostilities in 
some sector. 

(CIA Comment: CIA has no reliable information 
justifying the belief that the USSR is planning large-scale 
military action in Europe in the immediate future. CIA 
believes, however, that the preponderance of Soviet mili- 
tary strength in Europe and stringent security measures 
in the Soviet sphere provide the USSR with the capabilities 
for initiating military operations with little or no advance 
information becoming available to the Western Powers.) 



2. Increased Communist pressure in Southeast Asia predicted — 
US Ambassador Kirk in Moscow suggests that the recently 
concluded Sino -Soviet Treaty prepares the way for these two 
principal partners in World Communism to assume in the 
near future "militant initiative in Southeast Asia to a maxi- 
mum degree short of open war." The Ambassador believes 
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that Stalin and Mao probably estimate that Communist 
expansion in Southeast Asia in (he near future is both 
militarily and politically feasible. Kirk considers Burma 
and Indochina to be the prime targets in Southeast Asia 
because their inclusionln the Communist sphere would 
advance Communist forces toward the goal of world domina- 
tion and because these countries', plus Thailand, would pro- 
vide China with a solution to .its food problem. 

(CIA Comment: CIA concurs in the above estimate 
of Soviet intent in Southeast Asia.) 
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162. Weekly Summary Excerpt, 24 February 1950, China: Treaty With USSR 



FAR EAST 



CHINA 

TREATY WITH USSR 

Secret Protocols The recently announced treaty between 

China and the USSR was almost certainly 
accompanied by secret protocols designed to provide for a 
stronger Soviet position in the Chinese military organization, 
in strategic segments of the Chinese economy, and in China's 
border regions. It is not likely that protracted negotiations 
would have been necessary to reach agreement on the pub- 
lished text of the treaty. 

Military Agreements Unpublished military agreements 

probably provide for: (1) Soviet 
assistance to the Chinese Communist ground and naval forces 
and their embryonic air force; (2) Soviet access to Chinese 
naval and air bases; (3) the "joint" development of such 
bases using Soviet equipment and technicians; (4) the ex- 
change of military and technical personnel; and (5) the dis- 
patch of a Soviet military mission to China. The USSR will 
probably give special attention to the development of the 
Chinese Communist air arm, which it will be in a position 
to dominate from the outset; to Chinese Communist service 
schools; and to the selection of reliable Chinese Stalinists 
as political and intelligence officers. 

Economic Terms In the economic field, the USSR has 

probably obtained secret rights to main* 
tain its preferred position in Manchuria, establish Soviet 
trading firms, assign Soviet advisers and technicians to 
strategic segments of the Chinese economy, extend Soviet air 
privileges in the border regions and to China proper, and 
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CHINA 

engage in preclusive buying of strategic minerals. One 
economic pact may deal specifically with Sinkiang; an 
arrangement for the joint development of that province, 
together with provision for Soviet advisers with the pro- 
vincial government, would make it unnecessary for the 
USSR to seek territorial concessions in Sinkiang at this 
time„ 

Possible Friction Meanwhile, friction will probably 

develop between China and the USSR 
over implementation of the published $ 300 million credit 
agreement. As in the case of similar Soviet credits to the 
European Satellites, the USSR may use the agreement as 
a lever to extract concessions from the Chinese. The 
USSR will not only tend to overrate the value of Soviet 
goods but may insist on deducting from the credit any 
costs of technical advisory assistance, on receiving credit 
for the return of equipment originally obtained in the dis- 
mantling of Manchurian industrial installations, and on 
charging exorbitant transportation costs. 
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INDOCHINA 

Ho's Orientation Although Moscow -trained Ho Chi 
Minn has never been proven to be 
either a Tito -like nationalist or a Moscow -dominated 
Communist, recent developments may indicate his sub- 
servience to the Kremlin. Broadcasts from the Ho- 
controlled radio in Indochina have reportedly attacked 
Tito and failed to mention the diplomatic recognition 
extended by the Yugoslav Government to the Ho regime. 
French authorities have also reported that Ho is on his 
way to Peiping and Moscow to sign treaties of alliance 
with Mao Tse Tung and Stalin. Ho's brief flirtation with 
Yugoslavia regarding recongition may have been the 
result of a mistake by his Bangkok representative, who 
made the initial approach to Tito along with a general 
invitation to all nations. 
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CURRENT SOVIET TACTICS IN GERMANY 



Current Soviet tactics in Germany reflect both 
the Kremlin's growing optimism regarding its improved 
world power position and its increased confidence in 
gaining eventual control over all of Germany on Soviet 
terms . These tactics are characterized by an uncompro- 
mising designation of the East German regime as the sole 
focal point of German unity and by Soviet insistence upon 
political progress toward the establishment of a Peoples 
Democracy in East Germany. This Soviet attitude is evi- 
dent in: (1) the demand for absolute acceptance of the 
National Front policy of German unity through friendship 
with the USSR; (2) consistent reiteration by East German 
political officials that the Oder-Neisse boundary is per- 
manent, and their acceptance of the recent Polish decision 
to evict the German minority; and (3) the purge of the 
bourgeois parties in East Germany, The USSR is unlilsely 
to change its present tactics as long as the Kremlin does 
not foresee participation of West Germany in an effective 
political and military Western bloc. 

The USSR is unlikely to conclude a separate peace 
treaty with the East German Government (GDR) in the 
near future unless the Western Powers sign a separate 
peace agreement with West Germany, The USSR could, 
however, take action short of a formal peace treaty, such 
as a declared termination of the state of war. Any ad- 
vantages accruing to the USSR from a separate peace 
treaty at this time would be limited to propaganda and the 
enhancement of the prestige of the National Front and the 
GDR, Moreover, the conclusion by the USSR of a separate 
treaty with East Germany would weaken the Soviet claim, 
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based on the Yalta and Potsdam agreements, to a voice in 
West Germany and the Ruhr. The Kremlin may also be 
reluctant to conclude a separate peace treaty in the belief 
that it would lead to the alignment of West Germany with 
a Western political and military bloc. 

Continuation of present Soviet tactics in Germany 
will lead to further political consolidation in East Germany 
resulting, for all practical purposes, in a one-party system 
by the time of the scheduled October 1950 elections. At the 
same time, continued efforts will be made to expand and 
strengthen the East German internal security force. The 
USSR is unlikely to undertake actual troop withdrawal or 
rectification of the Oder-Neisse line, in order to enhance 
Soviet-Communist appeal in Germany. The current Soviet 
attitude toward the German problem, combined with con- 
tinued harassing actions in Berlin, also reduces the likelii- 
hood of an early Soviet offer to reopen Four Power nego- 
tiations on Germany. The city of Berlin will remain a 
"special situation" for the USSR and will probably be sub- 
jected to increased economic and political pressure in the 
near future. 
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Military Plans Despite repeated reports that the 

Chinese Communists are preparing 
for a large military campaign aimed at gaining control 
over all of Southeast Asia, it is unlikely that such a 
campaign will be launched in the near future. The 
primary objective of the Communists in China for 1950 
continues to be the complete elimination of all Nationalist 
resistance and the extension of Communist control over 
all territories formerly held by the Nationalists. Present 
international Communist strategy, formulated and announced 
by the USSR and endorsed by the Chinese Communist Party, 
does not envisage the employment of the regular armed 
forces of a Communist nation for large-scale operations as 
a means of gaining control over non -Communist nations. 
Moreover, a military adventure by the Chinese Communists 
into Southeast Asia would contribute little to an early solu- 
tion of the economic difficulties which derive at least in 
part from the Nationalist blockade and air attacks. Despite 
reported Communist dissension over such matters as the 
degree of subservience to the USSR, policy toward the West 
and meihods to alleviate peasant unrest, there is no con- 
clusive evidence of disagreement concerning the necessity 
for early occupation of Taiwan and Hainan and the elimination 
of the Nationalist Navy and Air Force. 
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FOREWORD 



The subject matter of the present estimate 
has been under consideration since October 
1949. At the outset, representatives of all the 
agencies concerned agreed that, as a basis for 
estimating the effects of the Soviet possession 
of the atomic bomb upon the probability of 
direct Soviet military action, It was essential 
to re-examine carefully the problem of over- 
all Soviet objectives and intentions. The ex- 
amination of this problem, as well as of the 
related problems of the effects of the Soviet 
atomic bomb upon the probability of war and 
upon the security of the US, revealed wide dif- 
ferences in attitude and opinion among the 
intelligence agencies. The examination of 
these problems also brought to light many 
operational and policy questions of far-reach- 
ing importance that will require some time to 
resolve and which are in large part beyond the 
cognizance of the intelligence agencies. 

A CIA draft was submitted to the IAC agen- 
cies on 10 February 1950. From the com- 
ments made by the IAC agencies on this draft 
it was apparent that no early agreement 
could be reached. In view of the time already 
elapsed and the broader significance of many 
of the issues that emerged during the study, 



CIA considered that it was more important 
to publish this paper at this time than to at- 
tempt the time-consuming, if not impossible, 
task of obtaining agreement! It considered, 
furthermore, that it would be more useful to 
publish a straightforward point of view, ac- 
companied by contrary opinions, than to pre- 
sent a watered-down version. 

Insofar as was possible in good conscience, 
the 10 February CIA draft has been modified 
in consideration of the comments received 
from the IAC agencies, particularly to clarify 
passages regarding which agency comment 
revealed evident misunderstanding. This re- 
vised estimate is now presented with the final 
comments of the IAC agencies thereon. 

The Director of Intelligence, Atomic Energy 
Commission, has concurred in this estimate. 
The several dissents of the intelligence or- 
ganizations of the Departments of State, the 
Army, the Navy, and the Air Force are to be 
found in Appendixes A, B, C, and D respec- 
tively (pp. 29-36). It should be noted that 
these dissents are on various grounds and 
that the several departmental agencies dis- 
agree among themselves as well as with CIA. 

This paper is to be considered as an interim 
report. The subject is under continuing ur- 
gent consideration in an effort to obtain the 
greatest possible resolution of these differ- 
ences, and a subsequent report will be pub- 
lished when this has-been accomplished. 
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ESTIMATE OF THE EFFECTS OF THE SOVIET POSSESSION OF THE 
ATOMIC BOMB UPON THE SECURITY OF THE UNITED 
STATES AND UPON THE PROBABILITIES OF DIRECT 
SOVIET MILITARY ACTION 



I. Statement of the Problem. 

To estimate the effects of the Soviet posses- 
sion of the atomic bomb upon the security of 
the United States and upon the probabilities 
of direct Soviet military action. 

II. Discussion. 

1. Soviet atomic capabilities (see Enclosure 
A). 

2. Estimate of basic Soviet intentions and 
objectives, particularly with respect to the use 
of military force (see Enclosure B). 

3. Effects of the possession of the atomic 
bomb upon the USSR and its policy (see En- 
closure C). 

4. Effects outside the USSR of Soviet atomic 
capabilities (see Enclosure D) . 

III. Summary and Conclusions. 

1. Soviet Atomic Capabilities. 

a. It is estimated tentatively that the USSR 
will probably have a stockpile of 100 atomic 
bombs, approximately as destructive as the 
Nagasaki bomb, some time during 1953. 

b. On even less certain grounds it is esti- 
mated that the USSR will probably have a 
stockpile of 200 bombs some time between 
mid-1954 and the end of 1955. 

c. The USSR either has or can easily pro- 
duce enough TU-4's (B-29's) and trained 
crews willing and able to attempt the delivery 
against all key US targets any number of 
atomic bombs the USSR can produce. 

d. Preliminary and highly tentative US esti- 
mates indicate that an atomic attack of ap- 
proximately 200 bombs delivered on pre- 



scribed targets might prove decisive in knock- 
ing the US out of a war. There is at present 
no reliable estimate of the size of the stock- 
pile required to insure the delivery of 200 
bombs on the prescribed targets. (For more 
detailed analysis, see Enclosure A.) 

2. Soviet Intentions and. Objectives in Re- 
lation to the Probabilities of War. 

Before attempting to estimate the effect of 
the Soviet possession of the atomic bomb upon 
the probabilities of war, we believe It timely 
to re-examine basic Soviet objectives in the 
world situation, as the Kremlin conceives it, 
and to estimate the means which the Kremlin 
deems appropriate for their accomplishment, 
with particular reference to the use of mili- 
tary force. Our conclusions, as they apply 
to the probabilities of war, apart from any con- 
sideration of the atomic bomb, are given be- 
low: 

a. The basic objective of Soviet foreign pol- 
icy is clearly the attainment of a Communist 
world under Soviet domination. In pursuit 
of this objective, the USSR regards the US as 
its major opponent and will wage against it 
a relentless, unceasing struggle in which any 
weapon or tactic is admissible which promises 
success in terms of over-all Soviet objectives. 
Nothing in the subsequent analysis, therefore, 
should be interpreted to imply that Soviet 
leaders would not resort to military action 
at any time they considered it advantageous 
to do so. The purpose of this analysis is ob- 
jectively to estimate the methods which Soviet 
leaders are likely to consider advantageous in 
terms of their over-all objectives and the cir- 
cumstances under which they might consider 
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a resort to military action either aoV 
tageous or necessary. 

b. There would appear to be no firm basis 
for an assumption that the USSR presently 
intends deliberately to use military force to 
attain a Communist world or further to ex- 
pand Soviet territory if this involves war with 
a potentially stronger US. An analysis of the 
Stalinist concepts which motivate Soviet lead- 
ers, as opposed to an interpretation of their 
motives and actions in the light of Western 
concepts, suggests strongly that the preferred 
objective of Soviet policy is to achieve a Soviet- 
dominated Communist world through revolu- 
tionary * rather than military means. Anal- 
ysis of Soviet foreign policy likewise indicates 
that Soviet statesmen are following Stalinist 
doctrines and tactics in conducting Soviet in- 
ternational relations in the interest of the 
world revolution. 

c. Soviet leaders, however, are thoroughly 
aware of the fact that they are pursuing their 
revolutionary objectives within the context of 
a traditional world power conflict. They are 
responsive in this context to the expansionist 
aims and the security requirements of the pre- 
ceding imperial Russian regime. Their esti- 
mate of the objectives and behavior of the 
Western Powers, however, probably is still de- 
termined primarily by the Stalinist concept 
of a capitalist-imperialist world ruled by mili- 
tary force which will eventually be used 
against the Soviet Union. To ensure the pro- 
tection of the base of the revolutionary move- 
ment in the USSR, therefore, they must main- 
tain invincible military strength and use di- 
plomacy to improve the strategic position of 
the USSR in relation to the world power situ- 
ation as well as to further their revolutionary 
objectives. At the same time they recognize 
fully the value of the threat of Soviet military 
power as an adjunct to their revolutionary 
program. 

d. The presently active Soviet threat to US 
security, therefore, while including the ever- 
present danger inherent in Soviet military 
power, appears to be a Soviet intention and 
determination to hasten, by every means short 
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* The term "revolutionary" is used to connote all 
means short of all-out war involving the US. 



the economic and political disintegra- 
tion of the non-Communist world which So- 
viet leaders firmly believe will inevitably come 
about according to the Marxist concept of 
the- laws of historical development. In view 
of the magnitude of the economic, political, 
and social problems facing the non-Commu- 
nist world today, it is unlikely that Soviet 
leaders will lose confidence in the validity of 
this Marxist concept until the non-Communist 
world has demonstrated over a considerable 
period of time that it can reverse the trends 
of the last forty years and re-establish a stable 
and self-confident international economic, 
political, and social order. The first line of 
US defense in this context, therefore, is the 
restoration of international stability and the 
maintenance of a sound internal structure. 

e. In terms of this approach to their objec- 
tives, the role presently assigned by Soviet 
leaders to Soviet military power appears to 
be: (1) defense in the world power situation, 
accompanied by preparations for the eventu- 
ality of war; (2) intimidation in support of 
their revolutionary program; and (3) where 
consistent with their objectives, local use 
against military and economic forces already 
weakened by Communist subversion but not 
in aggression that would automatically in- 
volve war with the US. Even if the USSR 
should gain mUitary superiority (Le., in over- 
all military potential) over the US and its 
allies, it is estimated that so long as it deems 
the opportunity to exist it will still prefer to 
seek its objectives by exploiting measures 
short of an all-out attack. 

/. Although the USSR may hope and intend 
to pursue its objectives by measures short of 
war, at least until it has military superiority 
over the US and its allies, there is neverthe- 
less a continuing danger of war, based upon 
the following considerations: 

(1) The strength of Soviet military forces 
in being and the aggressive Soviet revolution- 
ary program require that the US maintain a 
strong military and strategic posture. Were 
it not for the likelihood of US intervention, 
the USSR, when the situation was ripe, would 
probably use its military forces in actual in- 
tervention, progressively to support the ac- 
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cession to power of Communist parties in the 
states directly beyond its area of control. Cor- 
respondingly, internal resistance to the rise 
of Communism in these areas would weaken 
without the support of a strong US. 

(2) The USSR, with its doctrinaire concepts 
of capitalist behavior and its hyper-sensitive- 
ness over security, may interpret, as potenti- 
ally aggressive, future steps which the US and 
the other Western Powers might take to im j 
prove their defensive position against the 
threat inherent in Soviet military power. 
Similarly, continuing Soviet successes in the 
"cold war," accompanied by an increasing em- 
phasis on US and Western military prepara- 
tions, could well create a situation in which 
the USSR would estimate that the Western 
Powers were determined to prevent the future 
spread of Communism by military action 
against the USSR. It is always possible, 
therefore, that the USSR would initiate a war 
if it should estimate that a Western attack 
was impending. 

(3) The basic Soviet concept of hostility 
(the "cold war") as the normal relationship 
between the Soviet Union and the non-Com- 
munist states, operating as it does against a 
background of a power conflict in which each 
side is armed and suspicious of the aims of 
the other, creates a situation in which miscal- 
culations or diplomatic impasses might result 
in war. Furthermore, as the Soviet military 
potential increases relative to that of the US 
and its allies, the USSR will probably be will- 
ing to take greater risks than before in its ex- 
ploitation of diplomatic opportunities or revo- 
lutionary situations. 

(4) If, after gaining military superiority 
(i.e., in over-all military potential) over the 
US and its allies, Soviet leaders should lose 
confidence in the Marxist concept of the in- 
evitable disintegration of the capitalist world 
and hence in their ability ultimately to attain 
their objectives by means short of war, the 
temptation to resort to military action against 
the US and its allies might well prove irresist- 
ible. This conclusion should be qualified in 
the light of the possibilities inherent in atomic 
warfare, as discussed in the following section. 
(For more detailed analysis, see Enclosure B.) 
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S. Effects of the Soviet Possession of the 
Atomic Bomb upon the Probabilities of War. 

It is not yet possible to estimate with any 
precision the effects of the Soviet possession 
of the atomic bomb upon the probability of 
war. The implications of atomic warfare — 
either military or psychological— have not yet 
been fully appraised. In particular we have 
as yet no clear indications concerning the 
place of atomic warfare in Soviet military con- 
cepts or concerning the effect of US retalia- 
tory capabilities upon any Soviet considera- 
tion of a deliberate and unprovoked atomic 
attack upon the US. 

The capabilities of atomic warfare, however, 
clearly inject a new factor into an appraisal of 
Soviet intentions which requires the most 
careful evaluation and which, in any event, 
has vital implications for US defense plan- 
ning. Although, in general, it appears un- 
likely that the possession of the atomic bomb 
will alter the basic considerations — as out- 
lined above — which underlie Soviet policy, a 
Soviet capability for effective direct attack 
upon the continental US must be considered 
to increase the danger that the USSR might 
resort to military action to attain its objec- 
tives. 

The military services have estimated that 
the destructive effect of atomic attack actually 
delivered upon selected targets in the US 
would be as follows: 

(a) 10-50 bombs. 

1. Would seriously hamper war mobiliza- 
tion and delay overseas shipments of US forces 
and material. 

2. Would delay or' reduce materially the 
scale of the US atomic retaliation. 

(b) 50-125 bombs. 

1. Would intensify the effects of (a)-l, 
above, and prevent the immediate launching 
of an atomic offensive against the USSR. 

(c) Up to 200 bombs. 

1. Reduce the US capability for an atomic 
offensive, possibly to a critical degree, and 
create conditions that might destroy the US 
capabilities for offensive war.. 

Atomic attack, therefore, introduces the 
possibility that the USSR under (a) and (b) 
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above could seriously cripple the US and under 
(c) might well knock the US out of the war. 

If, therefore, the USSR should estimate that 
it had the capability of making a crippling 
attack upon the US that would eliminate the 
US margin of over-all military superiority, 
the danger that war might develop either from 
a Soviet estimate that a Western attack was 
imminent, or from miscalculations or impass- 
es in the normal diplomatic maneuvering 
within the context of the world power con- 
flict, would be increased. 

Similarly, a Soviet estimate that it could de- 
liver a decisive attack that would quickly 
knock the US out of the war would increase 
the possibility of a decision deliberately to 
resort to military action to eliminate the 
major obstacle to a Communist world. Such 
a decision, under these circumstances, might 
conceivably be made prior to a Soviet convic- 
tion that the USSR could not ultimately attain 
its objectives by means short of war. It could 
certainly be made prior to the attainment of 
superiority in over-all military potential as 
compared with the US and its allies. 

There is no present means, however, of de- 
terrnining with any accuracy whether the 
USSE is likely to estimate that it has the 
capabilities to accomplish the results indi- 
cated above. In fact, no realistic US estimate 
has yet been made of Soviet capabilities to 
deliver atomic bombs on targets in the US, 
taking into account Soviet operational factors 
and VS defensive capabilities. In terms of 
general Soviet objectives and the methods to 
which the USSR appears to be committed in 
attaining them, it would appear that Soviet 
leaders would require a high degree of cer- 
tainty before deliberately undertaking the 
risk involved in a direct atomic attack in the 
face of the substantial US retaliatory capa- 
bilities. The following conditions would prob- 
ably be essential to any such decision: 

(a) Virtual certainty of attaining surprise 
(only in this way could the indicated results 
be achieved) . 

(b) Virtual certainty that effective US re- 
taliation could be prevented. (Although the 
US may appear more vulnerable to atomic 
attack than the USSR, in terms of large con- 
centrations of population and industry, the 



Soviet regime itself is probably peculiarly vul- 
nerable to atomic attack. As a dictatorship, 
all elements of Soviet control are centered in 
Moscow. Initiative throughout the lower 
echelons and the provincial officialdom is non- 
existent. The destruction of the control cen- 
ter, many of the leaders, and the means of 
communication might therefore lead to com- 
plete disintegration and revolution.) 

(c) A more effective means of delivery than 
the TU-4 (B-29). (If there are doubts about 
the ability of the B-36 to deliver the atom 
bomb against the USSR, how much greater 
the doubts that the Soviet B-29 could deliver 
it successfully against an effective and alert 
US defense.) 

The greatest danger that the Soviet atomic 
capability would lead to overt Soviet military 
action would appear, therefore, to derive from 
a Soviet estimate that it could launch a suc- 
cessful surprise attack that would seriously 
cripple or virtually eliminate US retaliatory 
capabilities. The likelihood that the USSR 
will reach such an estimate will vary inversely 
in relation to the effectiveness and alertness 
of the US defenses against such an attack, 
and to possible measures taken to make US 
retaliatory bases and equipment immune to 
attack. 

In terms of the above analysis, present US 
estimates of destructive effects (given above) 
of varying numbers of atomic bombs actually 
delivered on selected targets in the US, com- 
bined with US estimates of the Soviet atomic 
bomb production schedule, can furnish only 
the roughest guide as to the timetable of theo- 
retical Soviet capabilities. 

On this tentative basis it is estimated that 
beginning shortly after 1 January 1951 the 
USSR will begin to build up a theoretical 
capability for launching a progressively 
crippling attack upon the US. 

On the same basis, it is estimated that at 
some indeterminate time after mid-1954 the 
USSR will have the theoretical capability 
of delivering 200 atomic bombs on targets 
in the US which might well constitute 
a "decisive" attack, i.e., with respect to the 
abiUty of the US to wage offensive warfare. 

It appears imperative from the foregoing 
that an effort be made to determine Soviet 
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capabilities on the most realistic basis, that 
is, in terms of Soviet operational factors and 
US defensive capabilities. For if it is deter- 
mined that an atomic attack could knock the 
US out of a war, the implication would be that 
the atomic bomb is, after all, an "absolute 
weapon." Such a conclusion would have vast 
implications for US foreign policy and for 
the composition of the entire US military es- 
tablishment. 

4. Possible Sennet Courses of Action with 
Respect to Its Atomic Capabilities — Short of 
Direct Attack. 

The precise effects of the Soviet atomic 
capabilities upon the security of the US will 
depend in part upon how the USSR chooses 
to use them. Consideration must be vgiven 
to several alternative courses of action that 
are available to the USSR, and to the fact 
that we have no information on the Soviet 
evaluation of atomic warfare in terms of the 
effects upon the USSR of US atomic capabili- 
ties. 

a. Possession of the atomic bomb has not 
yet produced any apparent change in Soviet 
policy or tactics, and probably will not do so 
at least through 1950. The USSR has merely 
integrated the "bomb" into its general propa- 
ganda and its "peace offensive." It will prob- 
ably in any event continue to stir up mass 
opinion in the West against rearmament and 
against the use of atomic weapons in the event 
of war. In this way it may hope to create 
sufficient public pressure on the Western gov- 
ernments to neutralize the US bomb. 

b. It would appear that on balance the de- 
struction of existing stockpiles of atomic 
bombs and the barring of further production 
would be militarily advantageous to the 
USSR, except with respect to the possibility of 
a direct Soviet attack upon the continental 
US. Soviet considerations of security and 
national sovereignty probably preclude the 
possibility of an agreement for the control of 
atomic energy production that would meet 
the current requirements of the Western 
Powers, but the USSR may renew pressure 
for an international agreement to outlaw the 
use of the atomic bomb in warfare. 
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c. While the outlawing of the use of the 
bomb might be militarily advantageous to the 
USSR, in terms of operations in Europe or 
Asia, the USSR may estimate that the polit- 
ical and psychological advantages of retain- 
ing the threat of atomic warfare outweigh the 
military advantages of excluding it. When 
the USSR acquires what it considers an opera- 
tional stockpile of bombs, its capabilities for 
employing threats and intimidation through 
diplomatic channels in an effort to detach in- 
dividual states from the Western bloc will be 
considerably increased. With the exception 
of the UK, the US, and possibly Japan, how- 
ever, this increased capability will not result 
from apprehension on the part of these states 
that they will -be directly attacked with atomic 
bombs, but rather from the increased Soviet 
military capabilities vis-a-vis the US and from 
general apprehension concerning the effects 
of an atomic war. The USSR could not ex- 
pect that the threat of direct atomic attack 
would carry particular weight against those 
states which estimated that a Soviet attack 
would bring the US into a war and that under 
those circumstances their territories would 
not be of sufficient strategic importance to 
justify the use against them of the limited 
Soviet supply of atomic bombs. 

(For more detailed analysis, see Enclosure 
C.) 

5. Effects of Soviet Possession of the Atomic 
Bomb upon the Security of the US. 

a. Assuming the continued stockpiling of 
bombs by the USSR and the US, Soviet atomic 
capabilities have the following military im- 
plications for the security of the US in the 
event of war. 

(1) The continental US will be for the first 
time liable to devastating attack. This has 
vital implications for the mobilization of the 
US war potential. 

(2) The Soviet atomic capability would ap- 
pear to make it imperative not only that US 
defenses against atomic attack, particularly 
the requirements for air defense, be greatly 
strengthened, but that steps be taken to make 
US retaliatory bases and equipment, in part 
at least, invulnerable to surprise attack. 
These measures are clearly essential to the 
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preservation of US retaliatory capabilities 
which in turn would contribute the greatest 
deterrent to a Soviet attack. 

(3) If it is accepted, on the basis of a realis- 
tic estimate, that an atomic attack could 
knock the US out of a war, the Implication 
would appear to be that the atomic bomb is 
after all an "absolute weapon." The accept- 
ance of this implication would in turn have 
vital implications with regard to the composi- 
tion of the entire US military establishment. 

(4) The Soviet military potential is in- 
creased. 

(5) The loss of the US monopoly of the 
atomic bomb has reduced the effectiveness 
both militarily and psychologically of the US 
commitment to defend the UK and Western 
Europe. 

(6) The US has lost its capability of mak- 
ing a decisive atomic attack upon the war- 
making potential of the USSR without dan- 
ger of retaliation in kind. 

(7) Soviet possession of the atomic bomb 
would seriously affect US capabilities for air 
operations from the UK or other advanced 
bases and for amphibious operations against 
the European continent or other areas within 
range of Soviet attack. 

(8) Soviet atomic retaliatory capabilities 
raise the question as to whether it is militarily 
desirable for the US to base its strategic plans 
upon the use of the atomic bomb except in re- 
taliation against a Soviet attack. (In view 
of the preponderance of its conventional mili- 
tary forces and the damage it would sustain 
from a US atomic attack, the USSR might 
consider it advantageous not to use the bomb 
first and hope thereby to forestall the US use 
of the bomb.) 

(9) If the use, of the atomic bomb were 
eliminated, US strategic concepts for the con- 
duct of a war with the USSR would have to be 
drastically revised. 

(10) Should an international agreement be 
reached to outlaw the use of the atomic bomb 
the USSR would be in a better strategic posi- 
tion than the US. We can probably assume 
that the USSR would not hesitate to violate 
the agreement in the event of war if it consid- 
ered it advantageous to do so, while the US 



would abide by the agreement. Under these 
circumstances the USSR would have the op- 
tion of using the bomb or not, according to its 
strategic plans, and thereby acquire the initia- 
tive. If neither side used the bomb, the US 
would lose its capabilities for immediate ef- 
fective attack upon the Soviet military poten- 
tial, and the USSR's relative capabilities 
would be increased through the preponder- 
ance of its conventional military strength. 

6. The political and psychological effects on 
US security of a continuing Soviet atomic ca- 
pability are estimated as follows: 

(1) The possession of the bomb and the re- 
sultant increase in Soviet military power will 
increase somewhat the effectiveness of Soviet 
subversive activities and propaganda in the 
"cold war." 

(2) Through 1950 at least, Soviet posses- 
sion of the bomb will not cause any change 
in the present alignment of the principal na- 
tions, or in the support of current US pro- 
grams to counter Soviet aggression. It will 
probably result, however, in demands from 
Western Europe for larger amounts of US 
equipment and for further US commitments 
for the active defense of Western Europe. 

(3) The UK, because of its extreme vulner- 
ability to atomic attack, may become some- 
what cautious about joining with the US in 
any actions which the UK estimated might 
provoke the USSR into using armed force 
against the Western Powers. It will continue 
through 1950 at least, however, to base its for- 
eign policy on a close US-UK strategic and 
economic relationship. 

(4) The longer-range effects of Soviet 
atomic capabilities upon the political align- 
ment of the non-Communist states will de- 
pend in the first instance upon the extent and 
soundness of European economic and military 
recovery and upon the policy and strength of 
the US. If present efforts to restore the eco- 
nomic and military strength of Western Eu- 
rope fall short of their goals, there will de- 
velop a strong, though not necessarily de- 
cisive, movement for accommodation or neu- 
trality. If at the same time, there should be 
indications of a serious weakening in US 
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strength or in US commitments to resist So- 
viet aggression, the movement for accommo- 
dation or neutrality would probably become 
decisive. 

Assuming that US support of its NAT allies 
and . Japan remains firm and that the eco- 
nomic and military recovery of Europe is ac- 
complished on a firm and stable basis, there 
will be a strong probability that the non- 
Soviet states, including the UK and Japan, 
will remain firm in their alignments with the 
US if the Soviet Union should threaten atomic 
warfare when it has attained an operational 
stockpile of bombs, or if a deterioration in re- 
lations between the USSR and the Western 
Powers suggested that an atomic war was im- 
minent. In the latter circumstances, the UK 
would be strongly influenced by its appraisal 
of the issues at stake; it would not be inclined 
to follow the US unless it considered these is- 
sues vital to its security. 

In the final analysis, however, the future 
public appraisal of the significance of the 
atomic bomb will probably be the determining 
factor on the will to resist. It is impossible 
at this time to predict with any assurance 
what this appraisal will be. In general, three 
alternative trends appear possible in the in- 
terim. 




a. Increasing fear of the effects of an 
atomic struggle may have produced in all 
countries, but particularly in the UK, US, and 
Japan, an irresistible, organized popular de- 
mand for renewed efforts to bring about an 
agreement between the US and the USSR for 
at least the prohibition of the use of atomic 
weapons. If, under these circumstances, this 
objective were not attained, it must be consid- 
ered possible that the UK and Japan, because 
of their extreme vulnerability, could be de- 
tached from the US camp and that the US 
public might force an accommodation with 
the USSR. 

b. The concept may become generally ac- 
cepted that the threat of mutual retaliation 
will preclude the use of the bomb by either 
side. Under these circumstances the effect 
of Soviet atomic capabilities would be neg- 
ligible. 

c. The present public attitude of indiffer- 
ence or relative unconcern may continue; or 
a strong determination to resist, regardless of 
consequences, may develop. Under either of 
these circumstances, the countries concerned 
would probably stand firm in their alignment 
with the US. 

(For more detailed analysis, see Enclosure 
D.) 
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APPENDIX A 

DISSENT BY THE INTELLIGENCE ORGANIZATION, DEPARTMENT OF STATE 



The Intelligence Organization of the De- 
partment of State dissents from the subject 
paper. 

The subject paper indicates that, except 
under extreme — and apparently unlikely — 
circumstances, the USSR will not deliber- 
ately employ military force in its struggle 
against the US. 

We do not possess evidence which suggests 
that the USSR is now planning to launch 
a military attack on the US. Neither do we 
possess evidence, or have reason to believe, 
that at any given date the USSR will with 
certainty decide to launch a military assault 
on the US. 

We do not consider, however, that lack of 
evidence of a Soviet intention to use military 
force on the US can be taken as evidence of 
the absence of such a Soviet intention. 

The subject paper states that "the burden 
of proof" of a Soviet intention to resort to 
world military conquest "lies on those who 
would assert" that this is the Soviet intention. 

We believe that this statement reflects a 
fundamental misunderstanding of the prob- 
lem which faces us at the present time. It is 
accepted by all intelligence agencies of the 
government that the Soviet Union's basic ob- 
jective is to establish a Communist world 
under Soviet domination. It is also accepted 
that Soviet leaders will employ any methods 
and tactics which in their mind offer promise 
of success. 

Prior to the Soviet development of an 
atomic weapon it was generally agreed that 
an early Soviet military attack on the West 
was unlikely, if not precluded, because of the 
preponderance of strength which its economic 
potential and its atomic monopoly gave the 
West. With Soviet possession of an atomic 
weapon this particular assumption obviously 
is subject to reconsideration. 

In the interest of the . national security, 
therefore, we are faced with the necessity of 
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answering the question: Is there evidence on 
the basis of which it can be assumed that 
Soviet leaders will not resort to military ac- 
' tion against the US now that they possess an 
atomic weapon? 

The subject paper recognizes many aspects 
of the crucially important potential of the 
A-bomb in expanding Soviet capabilities, but 
it fails to bring into focus the problem of 
whether or not this development will have a 
decisive effect on Soviet policy and intentions. 
While it recognizes numerous conditioning 
factors, it takes the position that the USSR 
is still unlikely to employ military force in its 
struggle with the West. This position is 
based upon arguments to the effect that a) 
Communist ideology rigidly prescribes re- 
liance upon the international Communist ap- 
paratus rather than upon employment of So- 
viet armed forces for the attainment of a 
Communist world dominated by the USSR, 
and b) Russian imperial history reveals that 
Russian expansionism has traditionally been 
cautious and has not been pursued at the risk 
of a military clash with a "major" power. 

Considering the import to US defense and 
foreign policy of an assurance that the USSR 
is not likely to resort to military action, we 
consider these arguments ^independable. 

The first argument is in direct contradiction 
to earlier assertion in the CIA paper that the 
USSR in pursuit of its objective "will wage 
a relentless, unceasing struggle [against the 
US] in which any weapon or tactic is admis- 
sible which promises success in terms of over- 
all Soviet objectives" and that nothing in the 
paper "should be interpreted to imply that 
Soviet leaders would not resort to military 
action at any time they considered it ad- 
vantageous to do so." Furthermore, this 
emphasis upon revolutionary policy not only 
rests upon a doubtful interpretation of the 
extremely complex question of the role .of the 
USSR as the "first socialist state" in effecting 
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world revolution, but also assumes a rigidity 
in tactics: — in the means to be employed in 
reaching a fixed objective — comparable to the 
firmness with which that objective itself is 
held, an assumption which is demonstrably 
false. 

The second argument, that a resort to mili- 
tary action by the USSR is precluded by the 
fact that Russia since time immemorial has 
been cautious in its foreign policy, is based 
upon a misreading of the actual historical 
facts. Russian history is characterized by 
neither recklessness nor caution in foreign 
affairs, but a mixture of recklessness and 
caution, depending upon the circumstances 
existing at a given time and on the make- 
up of the rulers in power. Russian rulers 
can no more be generally dubbed "cau- 
tious" than can the rulers of Prussia. 
Moreover, it is questionable that the pattern 
of Russian history under the Tsars is in itself 
a safe guide by which to predict the actions 
of Soviet leaders. 

The danger of accepting these arguments 
as a basis for assuming the line of action 
which Soviet leaders will follow is illustrated 
by the subject paper itself. At a time when 
all evidence indicates increasingly militant 
activity on the part of the USSR in virtually 
all areas of the world, the paper asserts that 
"[the existing] situation is one in which both 
Russian tradition and Communist doctrine 
counsel patience and restraint, and it appears 
that the USSR is prepared to accept the status 
quo for the time being. The USSR can af- 
ford to be patient, being firmly convinced that 
time is on its side, that the conflicting inter- 
ests of the capitalist powers will prevent any 
truly dangerous development, and that the 
eventual economic collapse of the capitalist 
world will present new revolutionary oppor- 
tunities." 

The Intelligence Organization of the De- 
partment of State has reached the following 



conclusions as to Soviet intentions regarding 
the deliberate use of military force in the So- 
viet struggle against the non-Communist 
world. 

1. There is at present no evidence which in- 
dicates a Soviet determination at any given 
time to employ military force against the non- 
Communist world. 

2. The Soviet Union is, however, engaged 
in what is considers to.be a life-and-death 
struggle with the non-Communist world. In 
this struggle Soviet leaders can be expected 
to employ any weapon or tactic which prom- 
ises success. 

3. The only sound test by which to judge 
Soviet intentions to resort to military action 
is, therefore, the pragmatic test of whether or 
not such action would, at a given moment, ap- 
pear advantageous to the Soviet Union. 

4. Prior to Soviet development of an atomic 
weapon, all evidence indicated that the pre- 
ponderance of strength enjoyed by the US in 
consequence of its over-all economic superior- 
ity and its atomic monopoly made unlikely a 
Soviet estimate that it would be to the ad- 
vantage of the USSR to resort to miUtary 
action. 

5. Soviet development of an atomic weapon 
may have decisively changed this situation, 
particularly if surprise employment of the 
weapon could sharply reduce retaliatory ac- 
tion or make it impossible. 

The subject report does not effectively deal 
with this possibility of a change. We feel 
that the report confuses the issues on Soviet 
motives and leaves unclear the new balance 
of factors which will probably determine the 
Soviet estimate of the advantage the USSR 
could gain through a deliberate employment 
of military forces. 
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APPENDIX B 

DISSENT BY THE ASSISTANT CHIEF OF STAFF, 
G-2, DEPARTMENT OF THE ARMY 



1. The Assistant Chief of Staff, G-2, dis- 
sents with the subject paper. It is recom- 
mended that this paper 1 be withdrawn and 
JIC 502 be substituted therefor as a basis for 
resolving differences in attitude and opinion. 
The differences of opinion' are considered to 
be so divergent that it is impractical to con- 
sider resolving them on the basis of the pres- 
ent paper. v 

2. This dissent is based on the following: 
a. The threat of Soviet aggression is mini- 
mized to the point where dissemination of the 
paper and its use for planning purposes could 
seriously affect the security of the United 
States. A major portion of the paper is de- 
voted to developing the thesis that it is un- 
justifiable to assume that the U.S.S.R. defi- 



nitely intends to resort to military aggression 
involving the United States. This portion of 
the paper is unrealistic and not germane to 
the problem. 

The conclusions as they apply to the prob- 
abilities of war are developed apart from any 
consideration of the atomic bomb (p. 3, III, 
2, last sentence) in spite of the fact that the 
statement of the problem (p. 3, I) requires 
such consideration. 

b. The second major difference of opinion 
is the manner in which the subject matter 
contained in the enclosure is presented. Re- 
finements of logic and multiplicity of alterna- 
tives make the paper extremely difficult to 
understand. As a study, it fails to reach 
clear-cut conclusions. 
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APPENDIX C 

DISSENT BY THE OFFICE OF NAVAL INTELLIGENCE 



1. The Office of Naval Intelligence dissents 
from ORE 91-49. 

2. The discussion (enclosures A through D) 
is generally in accordance with ONI's views, 
but it is not considered that the Summary and 
Conclusions are properly drawn from the en- 
closures. The following comments are there- 
fore directed primarily toward the Summary 
and Conclusions: 

(a) There is no integrated analysis of what 
the effects of Soviet possession of atomic 
weapons will be. Instead, there is an exami- 
nation based on several mutually exclusive 
hypotheses. From these hypotheses one may 
choose estimates which range from no change 
in Soviet policy to basic and alarming changes 
in that policy. 

(b) It is noted that one argument in ORE 
91-49 rests on extremely hypothetical specu- 
lations as to "what might happen" if the 



Soviet leaders abandoned their Marxist view 
of the eventual collapse of capitalism and 
imperialism. There is at present no indica- 
tion that the Soviets are losing confidence in 
their Marxist philosophy and, furthermore, 
there is no basis on which to predict what 
their policies might be should they abandon 
that philosophy. 

(c) The hypothesis that a major war may 
result from miscalculation is considered, in 
the light of recent events, to be unrealistic. 
If either the U.S. or the USSR should let an 
incident or diplomatic impasse develop into 
a war, it is considered that such a war, as 
well as the incident or the impasse, would re- 
sult from a plan, not from a blunder. 

(d) In many instances ORE 91-49 exceeds 
the bounds of intelligence and draws infer- 
ences and conclusions of an operational and 
planning nature. 
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APPENDIX D 

DISSENT BY THE DIRECTOR OF INTELLIGENCE, UNITED STATES AIR FORCE 



1. The following comment concentrates on 
the one point which the D/I, USAF, considers 
of such overriding importance as to make the 
CIA estimate, ORE 91-49, dangerous as an in- 
telligence basis for national policy. 

2. The Director of Intelligence, USAF, be- 
lieves the primary reason why the Kremlin 
has not resorted to military action against the 
United States to date is the fact that the 
Kremlin has believed, and still continues to 
believe, it is operating from an inferior power 
position. ORE 91-49, therefore, failed to 
point out the full and true character of the 
Soviet threat. Unless the full and true char- 
acter of this threat is pointed out, Soviet total 
relative power may be permitted to grow to 
the point where the U.S. can no longer cope 
with it successfully. 

3. Subject paper states that (a) the USSR 
regards the U.S. as its main opponent; (b) it 
will wage against the U.S. a relentless, un- 
ceasing struggle in which any weapon or tac- 

' tic is admissible; and (c) that nothing in the 
paper should be construed as implying that 
"the Soviet leaders would not resort to mili- 
tary action at any time they considered it 
advantageous to do so." While these state- 
ments, in the opinion of the D/I are correct 
as far as they go, the rest of the subject paper 
actually weakens and contradicts this original 
position. 

4. The paper completely misses the inter- 
relationship between war and revolution. It 
does not realize, as the Soviets do, that a great 
power such as the U.S. cannot be overthrown 
by revolution alone but that revolution can 
be the result only of a preceding war. It 
therefore overlooks the fact that Soviet policy 
aims above all at preparing for the show-down 
war against the United States. Therefore the 
first line of U.S. defense is not, as the paper 
suggests, the "restoration of international 
stability and the maintenance of a sound in- 
ternal structure" but is to recognize that we 
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are at war right now, and that an all-out na- 
tional effort designed to maintain permanent 
military and political superiority over the So- 
viet Union, is required. 

5. The paper begs the issue under discus- 
sion when it states that there appears "to be 
no firm basis for an assumption that the USSR 
presently intends deliberately to use military 
force ... if this involves war with a potenti- 
ally stronger U.S." Actually, there is a very 
firm basis for the assumption that they would 
do no such thing, simply because an aggres- 
sor has never resorted to war if he were sure 
that he would lose. The problem at issue is 
(a) whether the acquisition of an atomic 
capability has provided the Soviet Union for 
the first time in history with a clear-cut capa- 
bility that would enable them to win the war 
against the U.S.; and (b) whether, under con- 
ditions of atomic warfare, the lack of instantly 
available American military power vitiates 
the importance of the great American war 
potential. Another no less important prob- 
lem would be to determine how the Soviets 
will integrate the atomic bomb into their tra- 
ditional strategy and tactics. To this prob- 
lem ORE 91-49 does not address itself. 

6. The D/I, USAF, sets forth the following 
for the record: 

a. Communist thinking, from Marx to 
Stalin, clearly recognizes the inter-relation- 
ship between war and revolution, and, specifi- 
cally, the fact that no major revolution is 
feasible without war. 

b. The Soviets are clearly on record that (1) 
they consider the Soviet Union as an opera- 
tional base and (2) they consider the Red 
Army as the main weapon of the proletariat. 
The Soviets know that they have never ex- 
panded beyond their frontiers without the 
use of military means, i.e., all the territories 
taken by them were taken by the Red Army 
or a satellite force (Tito, Mao). 
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c. In "Problems of Leninism", Stalin stated 
clearly that capitalism can be overthrown 
only by violence, and ultimately only by war. 
Actually the theory that capitalism will fall 
of its own weight has never been Stalin's idea, 
and there is much evidence that he has op- 
posed this concept as ideological "deviation- 
ism". 

d. The Soviets made a major contribution 
to the outbreak of World War n. They did 
nothing to prevent that war, and everything 
to make it a reality. 

e. There are numerous recent statements 



by Soviet authorities to the effect that World 
War I produced Communism in Russia; that 
World War n produced Communism in East- 
ern Europe and China; and that World War 
HI will see the victory of Communism 
throughout the world. 

f . There is ample reason to believe that the 
Kremlin regards its growing atomic capability 
to be the major force which will eventually 
place them in position to liquidate the center 
of hard-core opposition — the United States — 
utilizing all means at their disposal, including 
military action. 
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COMMUNISM IN SOUTHEAST ASIA 

The Chinese Communist regime in Peiping is 
already taking active measures to support the "national 
liberation" movements throughout Southeast Asia. Moral 
and material aid is being furnished in varying degrees and 
in general the Chinese Communists are strengthening their 
ties with local Communist movements and are gradually 
welding the Overseas Chinese communities into useful 
Instruments of Chinese Communist policy. The degree of 
Communist penetration and current trends in Chinese Com- 
munist relations with the several Southeast Asian states are 
summarized below. 

Indochina Although the Ho regime has been receiving 
some support from the Chinese Communists 
in the form of arms deliveries and the free movement of 
resistance troops back and form across the China border, 
there is no firm evidence that the Chinese Communists 
are moving their own troops across the border or planning 
to do so in the near future. Politically, the Chinese Com- 
munists and the Ho regime have accorded each other de 
jure recognition, but have not as yet exchanged diplomatic 
missions or concluded any form of treaty or agreement. 
Steps may soon be taken (or may already be in process) to 
formalize these relations; when this occurs, Chinese Com- 
munist support for the Ho forces will probably increase. 

Thailand Thailand has not recognized the Peiping regime 

and has shown, of late, a rather firm disposition 
to resist Communist psychological pressure. The Peiping 
regime does not appear especially interested in establishing 
diplomatic relations with Thailand, even though such a move 
could facilitate the acquisition of Thai rice. Within Thailand, 
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as elsewhere in Southeast Asia, the Overseas Chinese 
community continues to be a special target of Chinese 
Communist propaganda and organizational activity. 
Communist agents are proceeding with a program of 
infiltration, not only of the Chinese community, but also 
of trade unions, youth groups, and other organizations 
which can be exploited to the disadvantage and embarrass- 
ment of the Thai Government. If Thailand should receive 
US military aid or participate in a non-Communist asso- 
ciation of Asiatic states, the Chinese Communists would 
increase their pressure on Thailand through propaganda, 
and possibly through the stimulation of internal disturbances. 

Malaya There is evidence that the Chinese Communists 
have been infiltrating agents into Malaya to sup- 
port the terrorist movement and to gain influence in trade 
unions and other organizations. The Malayan Chinese, who 
make up nearly half the total population of the Malayan 
peninsula, are responding favorably to Chinese Communist 
efforts to win support and sympathy for Peiping, and the 
morale of the terrorists appears to have risen somewhat 
as a result of , the growing prestige and aggressiveness of 
the Chinese Communists. Chinese Communist support 
for the "liberation" movement in Malaya, however, is 
complicated by the fact that the terrorist organization 
is composed almost exclusively of Chinese and is opposed 
as much by the native Malayans as by the British, with 
the result that Communist propaganda in favor of Malayan 
nationalism has a rather hollow sound. The campaign to 
win the Chinese half of the population to the Communist 
cause will continue in vigorous fashion and will succeed 
in proportion as the Peiping regime can solve its internal 
problems and maintain the prestige of a dynamic political 
movement. There is, however, no early prospect, that the 
Chinese Communists will recognize the terrorists as the 
"government" of the Malayan peninsula. 
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Burma Burma recognized the Chinese Communist 

regime on 17 December 1949, but the estab- 
lishment of diplomatic relations between the two govern- 
ments has not yet been accomplished. As a result of the 
establishment of a "purified" Burmese Communist regime 
at Prome, the Peiping regime may stall on the formalization 
of its relations with Burma in the hope that the Prome regime 
survives and flourishes. Peiping may then recognize that 
regime as the "government" of Burma, and ignore the 
Rangoon authorities altogether. 

Indonesia Although the UST on 4 April 1950 received a 

communication from Peiping expressing the 
Chinese Communists' willingness to establish diplomatic re- 
lations with the new republic, and Premier Hatta expressed 
agreement to such a step, the Chinese Communists have made 
no further moves in this direction, nor have they given any 
publicity to the matter. Despite internal instability, the USI 
does not appear to be vulnerable in any important degree to 
armed Communist activity, nor could armed groups receive 
significant assistance from the Asiatic mainland. Communist 
strategy for the USI appears to turn on the establishment of 
diplomatic relations with Jakarta and the eventual staffing 
of Soviet and Chinese Communist missions there, from which 
organizational and propaganda work will be carried on among 
both the Overseas Chinese and native Communist and leftist 
movements. The USI will delay the actual exchange of diplo- 
matic missions with both the USSR and the Peiping regime as 
long as possible because of a keen awareness among many USI 
officials of the dangers of allowing Communist officials from 
abroad to establish direct contact with local dissident elements. 
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The Philippines The Philippine Government has not re - 

cognized the Chinese Communist regime 
and has given no indication that it will do so in the near future. 
The Philippine response to the establishment of a Communist 
state on the Chinese mainland has been mainly one of fear that 
the Overseas Chinese in the Philippines would align themselves 
with the Chinese Communists and become a menacing fifth 
column within the islands. The Quirino regime has taken steps 
to restrict Chinese immigration sharply and to deport Chinese 
who are under suspicion for illegal entry or subversive acti- 
vities. There are some indications that the civil liberties of 
the Chinese community may be seriously abridged, a develop- 
ment which would draw the full wrath of the Chinese Communist 
propaganda machine. While conclusive evidence of direct 
Chinese Communist support for the local Huk rebellion in 
the Philippines is lacking, it is almost certain that some 
liaison exists. 
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FAR EAST 



CHINA 

Party Purge Friction between the Stalinist leadership 
and anti -Stalinist factions in the middle 
echelons of the Chinese Communist Party may soon lead 
to a public purge of selected anti -Stalinist Party figures. 
There is no reliable evidence, however, that the purge will 
extend to the Politburo or to the major Chinese Communist 
military commanders. 

Party Chairman Mao Tse-tung has not wavered in 
his Stalinist orientation and his leadership does not appear 
to be challenged either by such firm Stalinists as. the Party's 
number two man, Liu Shao-chi, or such allegedly lukewarm 
Stalinists as Chou En£-lai. Even if a dispute should arise in 
the Politburo, it would probably be resolved, as in me past, 
without violence. 

Within the Party's military hierarchy, it is not 
known whether any of the major field commanders are in 
fact anti -Stalinist. These military leaders, owing to the 
size and importance of their various commands, are still 
in a strong position in relation to the non-military Party 
leadership, and the Peiping regime will probably proceed with 
caution in efforts to restrict and reduce their authority further. 
None of the military leaders seems a likely candidate for purg* 
ing at least until the completion of military operations against 
the Nationalists, which should see them safely through 1950. 
Beyond that time, Peiping will presumably be reluctant to take 
action against any one of the military leaders until assured 
of the, fidelity or neutrality of all the rest, and until con- 
vinced that political indoctrination has made the troops loyal 
primarily to Peiping rather than to their old commanders. 
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THE SOVIET OFFENSIVE 

Since the beginning of 1950, the USSR has gradually 
stepped up and expanded its diplomatic, political, and economic 
offensive against the West and the cold war Iras row reached 
another peak of aggressiveness and militancy. 

Soviet objectives have not changed and the tactics now 
being used differ only in intensity and scope from those employ- 
ed since the end of World War IL Although the USSR has im- 
proved its power position by announcing its possession of 
atomic secrets, increasing its military and industrial strength, 
consolidating its control of Eastern Europe, and making spec- 
tacular gains in the Far East, there is no indication mat me 
USSR is yet willing to initiate armed conflict with the West 
The strengthened Soviet power position, however, does permit 
the Soviet Union to apply greater pressures than it has in the 
past and on more fronts simultaneously. 

As in the past, the present Soviet offensive is charac- 
terized by violence, subversion, unfounded accusations, 
and defiant, belligerent propaganda. Each time since the end 
of World War II that the Soviet Union has unleashed an intensive 
campaign of this kind, its effect has been to spur the Western 
Powers to greater defensive efforts. 

Despite the results of these campaigns in the past, Com- 
munist doctrine and the very nature of the Soviet system tend to 
commit the Soviet leaders to achieve their ends through aggres- 
sive, militant means. Violence and subversion are an integral 
part of the Communist revolutionary technique and are naturally 
accompanied by a vigorous diplomatic offensive. Moreover, 
Soviet leaders consider it necessary to maintain the morale of 
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Communists at home and abroad by demonstrating the power 
of the Soviet Union. Closely allied with this need, the Kremlin 
may feel that only by attacking and vilifying the West can it 
justify the rigid controls it maintains on the Soviet and 
Satellite people and prepare them psychologically for war. 
It seems likely, therefore, that the Soviet Union will continue 
its tactics of aggressive arrogance for some time, the in- 
tensity of the effort growing in proportion to increases in 
Soviet strength and concentrating on those issues and areas 
where Western strength is weakest. 

Baltic Plane The current Soviet offensive reached its peak 
of militancy with the recent aircraft incident 
in the Baltic. In addition to attempting to prove to the world 
that the Soviet Union can. be neither imposed upon nor intimid- 
ated, the USSR has sought to emphasize the military significance 
of the flight, thus playing upon popular war fears and lending 
weight to peace appeals. Moreover, in decorating the Soviet 
pilots who presumably participated, Moscow was, in effect, 
pointing with pride to the ability of Soviet defensive aviation to 
protect the homeland from US strategic air power. Finally, the 
plane incident has been used to convince the Soviet and Satellite 
peoples that Western aggression is not merely a figment of 
Kremlin imagination. 

Other Aspects Soviet self-assurance is apparent in other 

East-West issues. Soviet defiance of the UN 
continues. Western missions are being subjected to increased 
insult and intimidation throughout the Soviet orbit. The tone of 
Soviet propaganda is growing steadily more provocative, and 
Communist parties outside the Soviet orbit show a mounting 
militancy. Concurrently with these aggressive moves, Moscow 
is probing the defenses of the opposition on a number of fronts. 
It is testing the degree of Western determination to remain in 
Berlin; it. is agitating, through diplomacy and propaganda, the 
questions of Trieste and the Turkish Straits; and its support of 
the Communist movements of Asia is becoming more open and 
more direct. 

■* 3 * 
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169. Weekly Summary Excerpt, 5 May 1950, China: Military Plans 



FAR EAST 



CHINA 

Military Plans Although the capture of Hainan has placed 

the Chinese Communist Army in a position 
to invade Southeast Asia, there are no concrete indications 
that the Communists are ready to depart from previous inter- 
national Communist strategy or to run the risk of precipitating 
general hostilities by taking such a step at this time. Moreover, 
the Communist troops available for such an invasion probably 
will be needed for more immediate and pressing problems con- 
fronting the Peiping regime. Many of the troops involved in 
the Hainan invasion will be occupied for some time in consoli- 
dating Communist control over that island; other troops in South 
China will be needed to strengthen Communist control over the 
many wide areas which remain in the hands of local authorities, 
brigands, or organized thieving bands. Moreover, a consider- 
able number of Chinese troops probably will be employed to 
establish a strategic reserve for the coming invasion of Nation- 
alist-held Taiwan, The Communists have already stated that 
they are planning to utilize a force of one million men for the 
invasion of this last Nationalist stronghold. There is also the 
possibility that the Chinese Communists may wish to augment 
their forces along the Hong Kong border in preparation for in- 
creasing their pressure against the British crown colony. Al- 
though the Communist conquest of Hainan probably will not 
result in organized military invasion of any Southeast Asian 
areas, the Chinese Communists, in addition to supplying advisers 
and technical personnel to the various Communist-led resistance 
groups in Southeast Asia and the Philippines, will be in a posi- 
tion to facilitate the shipment of material aid to these same areas. 
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170. Daily Summary Excerpt, 6 June 1950, Possible Kremlin Conference on Southeast Asia 
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GENERAL 



1. Possible Kremlin conference on Southeast Asia — US Embassy 
Bangkok expresses the opinion that the imminent departure 
for Moscow of the Soviet Minister and the former Charge, 
following the recent departure of other Soviet officials, may 
indicate that an important consultation or planning conference 
on Southeast Asia will soon take place in Moscow. According 
to the Embassy, the British representatives in Bangkok con- 
cur in the view that the USSR may be calling an urgent meeting 
in order to decide upon immediate steps to prevent or counter 
the strengthening of Southeast Asia by the Western Powers. 

(CIA Comment: The recall of Soviet representatives 
from Bangkok, combined with the recall for consultations of 
top diplomatic personnel from all the Soviet diplomatic posts 
(except China) in Eastern Asia, indicates that the Kremlin is 
probably reviewing its over-all policy for the Far East. The 
additional presence in Moscow of the Soviet Ambassador to 
the US, a Far Eastern expert familiar with US thinking, is 
further evidence that the USSR is formulating new tactics de- 
signed to counter Western attempts to strengthen anti -Com- 
munist efforts in the Far East, especially in Southeast Asia.) 
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171. Weekly Summary Excerpt, 9 June 1950, Soviet Union: New SEA Policy 
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SOVIET UNION 

New SEA Policy The recall to Moscow of leading Soviet diplo - 

mats from Far Eastern posts and from the 
US indicates that the Kremlin may be reviewing its entire Far 
Eastern policy in order to plan for more aggressive action to 
counter Western anti -Communist efforts in the Far East, es- 
pecially in Southeast Asia. Such a conference of Soviet re- 
presentatives from Japan, India, Thailand, and possibly North 
Korea, together with the recall of the Soviet Ambassador to 
the US, who is a Far Eastern expert, emphasizes the importance 
of the area to the USSR at this time. 

In Japan, the Kremlin might decide to shift from "legi- 
timate" activities to concentrate on a subversive program as the 
most effective means of obstructing Western progress in Japan. 
The issuance of a second Soviet note demanding trial of Hirohito 
and the intensification of Communist activity in the face of a 
proposal to outlaw the Party indicate that the USSR is willing to 
risk having the Japanese Communist Party driven underground. 
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172. ORE 18-50 Excerpt, 19 June 1950, Current Capabilities of the Northern Korean 
Regime 



CURRENT CAPABILITIES OF THE NORTHERN KOREAN REGIME 



Estimate of Current Capabilities 



The "Democratic People's Republic" of 
northern Korea is a firmly controlled Soviet 
Satellite that exercises no independent initia- 
tive and depends entirely on the support of 
the USSR for existence. At the present time 
there is no serious internal threat to the 
regime's stability, and, barring an outbreak 
of general hostilities, the Communists will con- 
tinue to make progress toward their ultimate 
domestic goals. The Communist regime in 
northern Korea suffers from a shortage of 
skilled administrative personnel and from 
weaknesses in its economy and its official 
Party organizations. There is widespread, al- 
though passive, popular discontent with the 
Communist government. Despite these weak- 
nesses, however, the regime has, with Soviet 
assistance, clearly demonstrated an ability to 
continue its control and development of north- 
ern Korea along predetermined political, eco- 
nomic, and social lines. 

The northern Korean regime is also capable, 
in pursuit of its major external aim of extend- 
ing control over southern Korea, of continu- 
ing and increasing its support of the present 
program of propaganda, Infiltration, sabotage, 
subversion, and guerrilla operations against 
southern Korea. This program will not be 
sufficient in itself, however, to cause a collapse 
of the southern Korean regime and the exten- 
sion of Communist control over the south so 
long as US economic and military aid to south- 
ern Korea is not substantially reduced or 
seriously dissipated. 

At the same time the capability of the north- 
ern Korean armed forces for both short- and 
long-term overt military operations is being 
further developed. Although the northern 
and southern forces are nearly equal in terms 
of combat effectives, training, and leadership, 



the northern Koreans possess a superiority in 
armor, heavy artillery, and aircraft. Thus, 
northern Korea's armed forces, even as pres- 
ently constituted and supported, have a capa- 
bility for attaining limited objectives in short- 
term military operations against southern 
Korea, including the capture of Seoul. 

Northern Korea's capability lor long-term 
military operations is dependent upon in- 
creased logistical support from the USSR. IT 
the foreign supporters of each faction were 
called upon for increased assistance, there is 
no reason to believe that Soviet support would 
be withheld and considerations of proximity 
and availability of such assistance would 
greatly favor the northern Korean regime. 
Soviet assistance to northern Korea, however, 
probably would not be in the form of direct 
participation of regular Soviet or Chinese 
Communist military units except as a last 
resort. The USSR would be restrained from 
using its troops by the fear, of general war; and 
its suspected desire to restrict and control 
Chinese influence in northern Korea would 
militate against sanctioning the use of regular 
Chinese Communist units in Korea. 

Despite the apparent military superiority 
of northern over southern Korea, it is not 
certain that the northern regime, lacking the 
active participation of Soviet and Chinese 
Communist military units, would be able to 
gain effective control over all of southern 
Korea. The key factors which would hinder 
Communist attempts to extend effective con- 
trol under these circumstances are: (1) the 
anti-Commmiist attitude of the southern Ko- 
reans; (2) a continuing will to resist on the 
part of southern troops; (3) the Communist 
regime's lack of popular support; and (4) the 
regime's lack of trained administrators and 
technicians. 



Note; 



The Intelligence organizations of the Departments of State, Army, Navy, and the 
Air Force have concurred in this report. It contains information available to CIA as 
of 15 May 1950. 
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173. Daily Summary Excerpt, 26 June 1950, Embassy Moscow's Views on Korean Conflict 
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1. Embassy Moscow's views on Korean. conflict r-US Embassy 
Moscow, in assessing the implications of the present Korean 
conflict, expresses the opinion that the North Korean offen- 
sive against the Republic of Korea constitutes a. clear-cut 
Soviet challenge to the United States which should be answered 
firmly and swiftly because it constitutes a direct threat to US 
leadership of the free world against Soviet-Communist im- 
perialism. The Embassy points out that the defeat of the 
Republic of Korea would have grave and unfavorable reper- 
cussions for the US position in Japan, Southeast Asia, and in 
other areas as well, and expresses the view that the US is 
obligated to make clear to the world without delay that the 
US is prepared to assist the Republic of Korea maintain its 
independence by all means at US disposal, including military 
assistance and vigorous action in the UN Security Council. The 
Embassy believes that any delay on the part of the US "could 
suggest" to the USSR the possibility of "precipitating with 
impunity immediate action against Indochina and other points 
along the boundary of the Soviet sphere. The Embassy also 
believes that the USSR probably calculated that the US will 
be inclined to accept "neutralization" of the Korean civil war 
which would lead to eventual victory by-North Korea, thus ex- 
panding the Soviet empire without the use of Soviet military 
forces. The Embassy reiterates its belief that the USSR is not 
yet ready to risk full-scale war with the West, and comments 
that the present Korean situation thus offers the US an oppor- 
tunity to show firmness and determination and, at the same time, 
to unmask important Soviet weaknesses to the eyes of the world 
and particularly in Asia, where popular ideas of Soviet power 
have been grossly exaggerated as a result of recent Soviet 
political and propaganda successes. 
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173. (Continued) 




(CIA Comment: CIA concurs in general with Embassy 
Moscow's estimate of Soviet intent in precipitating civil war 
in Korea, and further agrees that successful aggression in 
Korea will encourage the USSR to launch similar ventures else- 
where in the Far East. In sponsoring the aggression in Korea, 
the Kremlin probably calculated that no firm or effective 
countermeasures would be token by „the West: .However, the 
Kremlin is not willing to Undertake a global war at this time, 
and firm and effective countermeasures by the West would 
probably lead the Kremlin to permit a settlement to be negotiat- 
ed between the North and South Koreans. If the venture in Korea 
is successful, the Kremlin will fully exploit the ' -western failure" 
in Korea in an effort to undermine the western position throughout 
the world. Effective action by the UN to control the Korean situa- 
tion is possible only through military sanctions involving the im- 
mediate conclusion of "interim agreements" providing for armed 
contingents from member nations to enforce the UN cease fire 
order.) 
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174. Daily Summary Excerpt, 27 June 1950, Soviet Troop Movement Toward Yugoslavia 
Reported 



.3. Sovi et troop movement against Yugoslavia reported - - 
X£ ^source £ " 1 ^ transmits reports from fairly 
reliable informants that a considerable number of troops 
are being moved through Rumania toward Bulgaria and 
Yugoslavia. According to source, seven military trains 
composed of fifteen to twenty cars which are completely 
blacked -out are transporting tanks, artillery, and munitions 
to the south, 

(CIA Comment: CIA believes that a buildup of 
Soviet military equipment and strategic transport facilities 
in the Balkans has been under way for some time. There 
is little evidence, however, that Soviet military personnel 
in the Balkans have been increased sufficiently to enable 
the USSR to undertake military action in the area at this 
time.) 
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175. Daily Summary Excerpt, 28 June 1950, No Soviet Military Preparations in Germany 
and Austria 




4. No Soviet military preparations in Germany and Austria -- ARMy/ 5 

General Handy, Commander in Chief of US Forces in AfeNw// c 

Europe, reports that there are no indications of aggres- // 
sive Communist military action in Germany. Handy states 
that the bulk of the Soviet occupation armies seem to be 
engaged in normal maneuvers and that the German Demo- 
cratic Republic has manifested no warlike intentions. 

General Keyes, Commander of US forces in Austria, 
reports that there are no indications of a change in the 
present situation in Austria at this time. 

(CIA Comment: No evidence is available indicating 
Soviet preparations for military operations in the West 
European theater, but Soviet military capabilities in Europe 
make it possible for the USSR to take aggressive action with 
a minimum of preparation or advance notice.) 




176. Weekly Summary Excerpt, 30 June 1950, The Korean Situation 
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THE KOREAN SITUATION 



The Soviet -inspired invasion of South Korea and the 
prompt and vigorous US reaction have overnight changed the 
complexion of the cold war and will lead to the development 
of new and critical problems for the US in nearly every quar- 
ter of the globe. It is not believed that the USSR desires a 
global war at this time. It is probable, however, that a con- 
certed attempt will be made to make the US effort in Korea 
as difficult and costly as possible. (The USSR has sizeable 
forces of Chinese Communist troops at its disposal for this 
purpose.) The implications to the US of defeat in Korea would 
be far-reaching. It would become nearly impossible to develop 
effective anti -Communist resistance in Southeast Asia, and pro- 
gress toward building a strong Atlantic community would be 
seriously threatened. A US victory in Korea would also pose se- 
rious problems for the US. 

Increased Demands The adoption of a vigorous stand by the 

US against Communist expansion has, 
in general, been favorably received throughout the non -Soviet 
world. The adoption of this stand, however, implies that any 
failure by the US to take similarly prompt and effective action 
to stop any further aggressive moves may have even more 
serious repercussions to US and Western prestige than would 
have resulted from failure to come to the aid of South Korea . 
The Korean invasion has increased fears that the USSR will 
take aggressive action in other "soft spots" on the Soviet peri- 
phery, thus tending to create in these areas greater demands 
for US military and economic aid. The areas most immediately 
affected are Southeast Asia (particularly Indochina), Iran, Yugo- 
slavia, Greece, and Germany. 
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177. Intelligence Memorandum 301, 30 June 1950, Estimate of Soviet Intentions and 
Capabilities for Military Aggression 




CEHmM IH2ELL3iGBSCB .AGEB3t ^ - „ 

* .: conf i denti a l 2 

IHEEJXIGEKCE KWE&NDUM HO. 302. 

SUBJECT: Estimate of Soviet Intentions and Capabilities for Military 
Aggression. . - *-* * au^.^.y 

Although the USSR is considered to be unwilling to undertake a global 
conflict with the West at this time, the Soviet-daspired attack on Korea 
and the OS reaction mate it critical to examine Soviet intention with re- 
spect to exploiting other areas bolstering ths Soviet-dominated sphsre along 
^,.fl@iW5al.;lSwM*. Jberitng followed la Korea, 

Within -His limitation of aggressive actions short of global tsar, fee 
Kremlin has available to it three general lines of e&tlons (3.) ike en- 
couragement of grarrilla activities and creation of local disturbances? 
(2) the incitement of rebellions, local uprisings wMcb could lead to 
autonomous*, movements splitting off parts of presently non-Gosmuntlat areas? 
. and (3) the use of a Soviefe-cozrfcrolled regime to atisaek and capture control 
of an adjacent nation or area. Prospects for a Soviet'deoisioa to launch 

JGMWJJ^'fcpa venture or to institute general haSuressing meaaurea along 
the ^Soviet-dominated border line must be measured in tssms of developments 
*2 ; f^tt°° Korea. If the 03SS is successful 'ia^picking^off Korea 
■ffrJ^^fe* 1 *** aepfi d0 *>* ^oams convinced that ftHSe netr tK policy promoted 
by the Korean incident requires immediate action to overrun all vulnerable 
: sreas before they. can be sufficiency etreagtHaaed, .then the Kremlin /juiai' 
probably call for a ^uiet period. If the; forean .venture* backfires on jhQ, ■ . 
^ eB ^» ip.4 n tila minimum reaction -Hill probably be ^&gatibn of all possible 
M - -} pressure tactics to divert world and int&rnal-S^ 

failure.^ .Finally, I if, ea in more, probable, hostile -pro- : 

longed, theitSSH night use Chinese Communist troops in Korea or possibly 
elaeuhore in Asia, to engage the West in erorbitantly costly Far Eastern 
operations .ulttout directly involving Soviet foroes. ^e likelihood of the 
-^enain undertaking another Korean-type venture ^ or aggression^ by some eiSxas 
. mafy-^mt; techniques in other periphsrai areas kill depend l^gely on 
local Sovist-CJommunist capabilities, and prospects for local resistance as 
well as BK and t)5 reaction. 



Hote« This memorandtEi has not been coordinated with the intelligence 
organizations of the Departments of State, Ara»; Haw. and the 
Air Force. * 
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177. (Continued) 




•e ONriDCNTIAL - 



In Korea, the USSR is determined to continue the present attack and 
Chinese Ccamunist forces ray participate to whatever extent is necessary. 
Such Consaanist Chinese participation may be overt, under the pretext of 
North Korean "invitation" or the Chinese CoEnunist troops nay be advertised 
as "volunteers." In any event, the Soviet objective in Korea will be to 
make the situation as costly to the OS, and as damaging to US prestige, as 
possible. 

The Kremlin may welcome the resulting involvement of the US with the 
Poiplng regime. The USSR may seek to encourage the gradual extension of 
such US involvement by precipitating incidents in Southeast Asia and else- 
where which will draw the OS into costly, difficult, and embarrassing 
situations. 

The USSR will continue to furnish substantial supplies and equipment, 
including air and naval craft, to the North Koreans,' and perhaps later to 
its other Asiatic puppets. The USSR oay also contribute to the North Kareans 
by supplying "volunteers," in aviation, technical , and advisory capacities. 

1. Vulnerable Areas. 

The main areas vulnerable to Soviet-Communist aggression short of 
employment of Soviet military forces are, in order of probability! Iran, 
Jugoslavia, Indochina (Southeast Asia), Turkey, Greece, Germany, and Austria. 
Other vulnerable points are Formosa and Hong Kong. 

• <Ao Iran . .■;.;-> 

The USSR has sufficient troops on the Sovio^Xranian; border to take 
over Iran without warning. The pro-Soviet Tudeh Parl^ and other subversive 
elements both within and outside Iran are capable of creating serious 
disturbances, but the Iranian armed forces are believed able to cope with such 
a development. Nevertheless, the Kremlin might. use these disorders, parti- 
cularly in the northern areas, to invoke the 1921 Irano-Soviet Treaty and, 
under the pretext that Soviet security was endangered, launch an invasion 
of Iran. The frequency with which the USSR implies that it nay have to in- 
voke the treaty and the almost constant troop movements and Soviet feints 
in the. border area make it impossible to detect accurately when this activity 
may presage an actual invasion. 



- 2 - 



•eewBBefflAt- 



397 



177. (Continued) 




There it? no evidence available to indicate that there are 
sufficient Soviet-Satellite forces present in the Balkans to launch 
a full-scale military attack on Jugoslavia with any prospect of success „ 
Immediate and forceful Western reaction to the Soviet-directed invasion 
of Southern Korea has greatly increased the likelihood that an attack on 
Yugoslavia would evoke at least an equally strong Western reaction with 
a greater risk of general war., which the Kremlin considers undesireable 
at this time* 

The USSR, however, will probably push its efforts to overthrow 
the Tito Government by all means short of open aggression. Widespread 
peasant and labor disaffection in Yugoslavia as well as virulent regional 
antagonisms afford the Kremlin considerable potentialities for the creation 
of internal disorder and/or guerrilla incursions <> Yugoslav popular senti- 
ment against Communism and the USSR is so strong as to suggest that the 
ComLnform will attempt to camouflage much of its activities against the 
regime under the .guise of existing anti-Communist current© „ The strength 
and reliability *>f the Yugoslav security forces, however, are estimated 
to be adequate to control any probable increase in such activities in 
the near future o Meanwhile, the widespread training of guerrillas in ad- 
jacent Satellites points to an increase in border activity and incidents 0 
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Go Tto far East 

In any Soviet aggression in tha Far East, the Chinese Communist 
forces will ba the primary Instrument of the Kremlin. Tha Peiping regime 
now has a total of some two million experienced combat troops, and an 
estimated one and one-4ialf million o f these troops can be committed to 
action in mainland Asia and against the island of Taiwan., Taiwan is the 
Chineso Communists 11 sole remaining major military objective in the con- 
quest of China, and even before the recent US policy statement regarding 
Taiwan, Peiping estimated that one million troops might be necessary for 
the capture of the islando The present US defense of Taiwan makes it 
unlikely that the Communists will attempt an invasion at 'this tina 0 

Soviet aggression in Southeast Asia will probably for the most 
part be confined to an increase in present support of local Communist 
guerrilla activities. Stepping up guerrilla warfare in Indochina, the 
Philippines, Halaya, and Burma will necessitate a substantial increase in 
materiel and assistance, which would have to be provided primarily by 
China o The Chinese Communists, however, might also contribute experi^ 
enced troops, probably camouflaged as nationals of the country conearned, 
to support Southeast Asian Communists. 

■a In addition to continuing the present guerrilla warfare, Coa?= 
launists will probably encourage increased labor unrest and sabotage in 
Malaya (including Singapore), Burma, Thailand, tha Philippines, and 
Indonesiai 

line principal deterrents to Chinese Communists military action 
ia Southeast Asia against Indochina and Burma are ike frisk of provoking 
global war ^and the i anti-Chinese feeling widely prevalent 'in the area and 
the relatively severe logistical problem,. In the special- case of Hong 
Kong, an additional deterrent is the presence of UK troops. The Chinese 
Communists are capable of taking the island of Macao at will. 
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177. (Continued) 



The USSR can obtain control of Turkey only by direct military 
action, there is no subversive element in Turkey strong enough to bring 
about revolution or civil var j there is no group of Turks outside the 
country which the Kremlin could successfully exploit for the invasion of 
Turkey in the Korean pattern; the Turkish Government and people are 
determined to resist any act of aggression,, Reports of troop movements 
in the Balkans and of projected maneuvers in the Black Sea, the recent 
departure of the Soviet Ambassador and other Soviet and Satellite diplomats 
from Turkey, together with sharply increased Bulgarian radio and press 
fulminations against Turkey indicate the possibility of a Bulgarian invasion 
of Turkish Thrace « Sooner or later, however, Soviet troops would have to 
be dispatched to assist the Bulgarians, and the Kremlin, realizing that a 
Soviet attack on Turkey would probably precipitate a global war, is con~ 
sidered to be unwilling to embark on such a course at this time 0 
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£„ Greece * 

Soviet-inspired aggression against Greece, direct or indirect, does 
not appear imminent. Even in the improbable event that the Soviet bio* is 
willing to risk the near-certainty of global war by directly attacking a 
country so closely tied to the VS, a military offensive against Greece would 
probably cone only as part of (or following) an attack on the strategically 
more important target of Yugoslavia* A more likely development would ba 
a renewal of the guerrilla campaign, which might seriously burden Greece 
next fall or winter, when the Greek Army's demobilization is scheduled to be 
completed and when as many as 20,000 combat-fit guerrilla reserves may be 
available in the satellite states* At present, however, a new guerrilla 
campaign would have only limited direct effects on Greek internal security, 
because guerrilla reserves are low and Greek Army' preparedness is at a 
relatively high level* 



- 6 - 




401 



177. (Continued) 




In both Germany and Austria, the USSR is able to take shori-of- 
uar measures which could cause a dispersal of US efforts and contribute 
heavily to the Soviet "war of nerves. H Local border clashes between 
East and West German police forces will probably take place* These would 
have a nuisance value, but would not directly Involve either Soviet or 
US forces. Strong provocative action can be expected in Berlin both by 
Soviet troops and br German paramilitary formations in the form of inter- 
ference with public utilities and with East-West communications 0 Such 
interference with communications would tie up substantial numbers of US 
aircraft and require a high degree of US concentration on the Berlin si- 
tuation. In addition, Soviet action in Berlin in the light of the current 
tense situation would sufficiently alarm the West Berlin population to 
cause serious unrest and produce adverse effects on the already unstable 
economy of the Western sectors of the city. 



Minor steps by the Soviet occupation forces in Austria to inter- 



fere with the Western position in Vienna are probable primarily for 
their diversionary value and their contribution to the Soviet war of 
nerves. The USSR is unlikely to take action against p~' ~ic utilities 
and communications, which would reach the proportions oaTa blockade of 
Vienna, because such a blockade would result in a portion of Austria, 
which the Kremlin does not desire at this time. 
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178. Daily Summary Excerpt, 6 July 1950, Views of Hong Kong Residents on Korean 
Problem 




2. Views of Hong Kong residents on Korean problem- -US 
Consul General Rankin in Hong Kong reports that the 
initial hearty approval among Hong Kong residents of 
US and UN action regarding Korea is now being followed 
by sober realization that the conflict may spread. Rankin 
adds that local Chinese feel that the Chinese Communists 
probably will not attack the US 7th Fleet guarding Formosa 
but that Communist forces will be used in North Korea if 
the fighting goes against the North Koreans. The Consul 
General comments that another possible Chinese Commu- 
nist action could be against Burma, which Hong Kong 
Chinese consider to be a push-over for the three Com- 
munist divisions now on the Sino-Burma border. Rankin 
also expresses the opinion that a direct attack on the 
Crown Colony by the Chinese Communists cannot be 
ruled out since there are nearly 100,000 Communist troops 
massing in the Canton area with only half of them scheduled 
to move north. 
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178. (Continued) 




(CIA Comment: The Chinese Communist forces 
are fully capable of launching military operations against 
Taiwan, Korea, Hong Kong, and Southeast Asia simultaneously 
but they are not likely to undertake such aggressive action 
unless specifically directed to do so<by the Kremlin. The 
USSR, which is currently maintaining an official aloofness 
from the Korean situation and which is considered to be 
rehictant to undertake a global conflict at this time, is not 
likely to encourage military ventures by the Chinese Commu- 
nists outside their borders where Western military forces 
would be encountered until the outcome of the present con- 
flict in Korea becomes more apparent. The Chinese Commu- 
nists, however, are capable of rendering Hong Kong virtually 
untenable to the UK through a program of economic boycott, 
sabotage, and strikes which could be* initiated at any time.) 
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179. Daily Summary Excerpt, 7 July 1950, Invaders' Momentum Undiminished 



7 JUL 1950 
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KOREA 



1. Invaders' momentum undiminished --US troop actions have 
failed to date in slowing the momentum of the North Korean 
attack and the weight of the invaders' offensive indicates that 
their immediate objective is the speedy defeat of all defending 
forces in South Korea, The tactical skill and resourcefulness 
of the attacking forces is probably the result of intensive and 
thorough training, plus the presence of Korean combat veterans 
who served with the Chinese Communist Manchurian armies 
and a considerable number of Soviet military advisers. In 
addition, the North Korean forces probably contaimnany 
Korean combat veterans who served with Soviet forces in 
major combat operations, such as, the defense of Stalingrad. 
Latest information indicates that 150 South Korean Assemblymen 
were able to escape from Seoul and report to their Government. 
The missing 60 Assemblymen, who apparently remained in Seoul 
voluntarily, include virtually all the middle-of-the-roaders. This 
group offers the invaders their best opportunity to set up a "legiti- 
mate" facade for any provisional government in the occupied areas. 
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180. Weekly Summary Excerpt, 7 July 1950, The Korean Situation: Soviet Intentions and 
Capabilities 



THE KOREAN SITUATION 
Soviet Intentions and Capabilities 

Two weeks after the beginning of hostilities in Korea, 
the world was still waiting for some firm indication of Soviet 
intentions regarding not only Korea but other countries on 
the Soviet periphery. It became clear, however, that the North 
Koreans were not to be intimidated by US involvement in the 
fighting and that the all-out effort to overrun South Korea would 
continue unabated. As long as the North Korean advance con- 
tinues, the USSR can remain aloof; the crucial moment will 
come when and if the battle turns in favor of US and South 
Korer-n :"erce;:,. At fii&t tv.rae, the USSR must decide whether 
to permit a North Korean defeat or to take whatever steps are 
necessary to prolong the action. 

Soviet Intentions At the moment, the Soviet and Communist 

propaganda line offers no clue regarding 
Soviet intentions. Soviet propagandists would have no difficulty 
in using the present line as a basis either for withdrawal from 
South Korea or for prolongation of hostilities, even including 
armed action in other areas. The key to the fateful Soviet 
decision will be the extent to which the USSR desires to risk 
instigating global war. All evidence available leads to the 
conclusion that the USSR is not ready for war. Nevertheless, 
the USSR has substantial capabilities, without directly involving 
Soviet troops, for prolonging the fighting in Korea, as well as for 
initiating hostilities elsewhere. Thus, although the USSR would 
prefer to confine the conflict to Korea, a reversal there might 
impel the USSR to take greater risks of starting a global war either 
by committing substantial Chinese Communist forces in Korea or 
by sanctioning aggressive actions by Satellite forces in other areas 
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of the world. The decisiveness of the US reaction to the Korean 
invasion will thus cause the Kremlin to move cautiously, but 
the danger still exists that the USSR, as it did two weeks ago, 
will again miscalculate the Western reaction to any future moves 
it may feel are necessary. 

The Par East The Korean invasion has had its most immediate 

and compelling impact on the Far East, parti- 
cularly as it has affected international Communist intentions 
ta speed the expansion of Communism throughout the area through 
the instrumentality of the Peiping regime. Pending clarification 
of the Soviet position, the Peiping regime has not yet committed 
itself and, as far as Korea is concerned, will probably not take 
any action at least as long as North Korean forces continue to 
advance. Meanwhile, Chinese Communist troop strength and 
dispositions would permit military aggression in a number of 
places with little or no warning, and the Peiping regime can be 
expected to give strong support to guerrilla activities and sub- 
version throughout Southeast Asia. 

Military Potential The Korean invasion has produced a deluge 

of reports of Chinese Communist troop 
movements indicating a Chinese intent to support the North 
Korean invasion. Most of these reports, however, have emanated 
from Chinese Nationalist sources and are merely propaganda for 
US consumption. Actually, the Communists are apparently still 
strengthening their forces opposite Taiwan, and possibly Hong 
Kong, and no significant changes have occurred in troop dis- 
positions along Southeast Asian frontiers. Reported movements 
of large troop formations from South and Central China toward 
the Northeast are largely discounted. Communist troops already 
in North China and Manchuria are sufficient to provide substantial 
support to the North Koreans and of these approximately 40-50,000 
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are of Korean nationality. Despite these reported troop 
movements and Chinese Communist capability to launch 
simultaneous and successful military actions in Korea, 
Hong Kong, Macao, and Indochina, no immediate action is 
expected. With regard to Taiwan, the US committment to 
defend the island has almost certainly delayed the invasion 
timetable if only because it will make occupation of the is- 
land too costly an operation for the Peiping regime to under- 
take without outside assistance. 

Non-military Action Meanwhile, the Chinese Communist 

regime will continue and probably 
increase its efforts short of military aggression to further the 
spread of Communism throughout Southeast Asia. Political sup- 
port and military supplies will be granted Ho Chi Minn's forces 
in Indochina, efforts will be made to strengthen the insurgent 
movement in Malaya, and the tempo of organizational activity 
among labor and political groups will be stepped up. In this 
campaign, efforts by the Peiping regime to use the nine million 
Overseas Chinese will be impeded by its recent loss of popu- 
larity at home and a growing anticipation in Overseas Chinese 
communities that the spread of Communism may be reversed as 
a result of US action in Korea. An intensification of Peiping's 
efforts to gain control of the Overseas Chinese may well lead 
to a split which, while reducing the exploitability of the Overseas 
Chinese as instruments for extending Chinese Communist influence, 
may also result in the adoption of more militant tactics by the pro- 
Communlst faction. An immediately explosive situation in South- 
east Asia, however, derives from the presence in northern Burma of 
approximately 2,000 Chinese Nationalist troops. The Peiping regime 
has demanded their internment, the Burmese Government is ap- 
parently incapable of doing so, and the Chinese Communists thus 
have a legal "excuse" for carrying out local or major military 
operations in Burma. 
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181. Intelligence Memorandum 302, 8 July 1950, Consequences of the Korean Incident 
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ItJTELLIGFNCE MEMORANDUM NO a 302 



8 July 1950 



SUBJECT? Consequences of the Korean Incident 



lo Soviet Purposes In Launching the Northern Korean kttacko 

Ao Apart from immediate strategic advantages, the basic Soviet 
objectives in launching the Northern Korean attack probably were t»? (1) 
test the strength of US commitments implicit in the policy of contain" 
ment of Communist expansion? and (2) gain political advantages for the 
further expansion of Communism in both Asia and Europe by undermining 
the confidence of non-Communist states in the value of US support o 

, B 0 The Soviet estimate of the reaction to the Horth Korean attack 
was probably thatt (l) TIN action would be slow and cumbersome! (2) the 
TJS would not intervene with its own forces? (3) South Korea would there- 
fore collapse promptly, presenting the till with a fait' accompli? (A) the 
episode would therefore be completely localized? and (5) the fighting could 
be portrayed as US-instigated South Korean aggression and the North Korean 
victory as a victory of Asiatic nationalism against Western colonialism <, 

Ho Probable Developments from the Koreat, incident »• 

There are at present four major alternative courses of action open 
to the , USSR, They are -not mutually exclusive courses of action.. In 
particular, it is estimated that, the USSR is, very likely to try to prolong 
the; fighting in Korea( alternative *B* , b£Lov), for the short run, and then 
within a few weeks or months, if conations; appear favorable ^.to Soviet 
leaders, shift to the more aggressive course of creating similar incidents 
elsewhere (alternative ,, C" below) o The alternatives are examined not in 
order of probability, but in order of increasing risk of global war and 
increasing expenditure of effort on the part of the USSR? 

Alternative A- The USSR may localize the Korean fighting, permitting 
US forces to drive the North Koreans back to the 38th Parallel and refrain 
from crerting similar incidents elsewhereo In the meantime, the USSR 
would remain uncommitted in Korea and would develop the propaganda themes 
of US aggression and imperialistic interference in domestic affelis of an 
Asiatic nation o 



Notes This memorandum has not 'been coordinated with the intelligence 
organizations of the Departments of State, Army } Navy? and the 
Air Force o 
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lo This alternative is the most cautious course for the USSR 
to take 0 Its adoption would indicate complete surprise at the US re- 
action to the Korean incident and would suggest strongly that the USSR 
was unwilling to run even a minimum risk of provoking a global conflict 
involving the US and the USSR„ 

2, US prestige and political influence would be substantially 
augmented, particularly with Western European allies and other nations 
aligned with the US„ 

3o Soviet prestige and influence would be damaged f but; there 
would be compensations in the form, of secondary political gains that 
would accrue as a result of 8 

(a) promoting the "peace campaign" and portraying the US 
as military aggressorj 

(b) exploiting the theme of Asian nationalism versus Western 

imperialism j 

(c) maintaining the North Korean and Chinese Communist threat 
to South Korea as an embarrassment to development of a constructive US or 
UN policy in Korea a 

k» This alternative course of action is unlikelyj Soviet advantages 
would be secondary, comparatively long-range, and intangible, while Soviet 
disadvantages would be immediate o 

Alternative B» The USSR may localize the Korean fighting, still refrain 
from creating similar incidents elsewhere, but in order to prolong US 
involvement in Koraa a give increasing material aid to the North Koreans, 
perhaps employing Chinese Communist troops, either covertly or overtly,, 
The USSR would remain uncommitted in Korea and would develop the propaganda 
themes of US aggression and imperialistic interference in domestic affairs 
of an Asiatic, natioao •'".'*...:''*'''":>-' ' N 

l a This alternative is a moderately cautious course for the 
USSR to take., The USSR would probably consider that its adoption would 
involve only a slight risk of provoking a global conflict involving the 
US and the USSR 0 

2» US prestige would be seriously damaged if the USSR succeeded 
in prolonging the incident in this way 0 Western European allies and other 
nations aligned with the US would question the immediate military value of 
US commitments even though expecting them to be honored o 

3o Soviet prestige would be augmented if the fighting in Korea 
were prolonged without an open Soviet ccam&tmentc 
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U» ' The USSR would obtain appreciable secondary, comparatively- 
long-range gains in political influence as a result of promoting the 
"peace campaign" and portraying US as imperialistic Western aggressor 
in Asia, unless successfully countered by a US "Truth" campaign,, 

5° Deep involvement of US military forces in Korea would 3arioualy 
limit US capabilities, to support simila r commitments elsewhere „ Moreover, 
the Jestern European allies of the US would feel dangerously exoosed 
for soma time (even if the US began a partial mobilisation for war) „ 

6, The USSR probably will adopt this alternative course of 
action at least for the short run, since there would be few Soviet 
disadvantages or risks and the Soviet gains would be appreciable^ 

7o This alternative will appear especially attractive to the 
USSR because at any time, if conditions appeared favorable to Soviet 
leaders, the USSR could shift to the more ambitious program (alternative 
"C", immediately below), in which alternative "B" would merely ba a 
first phaseo 

Alternative C The USSR, while attempting to prolong the fighting in 
Korea as in alternative "B», may also attempt to disperse and perhaps 
overstrain US military forces-in-readinese by creating a series of 
incidents • s imi la r to the Korean affair,, Without directly and openly 
involving Soviet forces, such incidents could be created in Formosa, 
Indochina, 'Burma, Iran, Yugoslavia, and Greece.. The effects of such 
incidents could be aggravated by renewed pressure on Berlin and, possibly, 
VisnnSo ■■ ■ 

lo This alternative would be a comparatively aggressive course 
for the USSR to take* Its adoption would indicate willingness to run 
an appreciable risk of provoking a global' conflict because of the possible 
US reaction., The USSR could easily turn to this alternative at any 
time, but it is not likely to turn to it until the USSR has fully analyzed 
the implications of the US commitment in Korea,, 

2, Having employed its anmed forces in. support of its commitment 
in Korea, the Us will have to honor similar conmitments or lose mo3t of 
the advantages of the policy of supporting the Korean commitment,, 

3<> The US does not have the military forces-in-readiness to 
honor its commitments with US military forces and equipment in many 
areas other than Korea (perhaps none) without a substantial increase in 
US military forces and industrial productivity in the military field, 
bringing about what would amount to at least a partial (as diatintmished 
from a general) mobilization for war. 
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k° Deep involvement of US military forces in ths Far East or 
Near East would leave Western Europe even more dangerously exposed than 
at present,, 

$ a At soma point further Korean~style incidents (requiring the 
commitment of US forces to stabilize the situation) presumably would 
force the US to adopt one of the following alternatives % 

(a) revise the policy of general containment by limiting 

US commitaants and by planning to combat Soviet a~gr©ssion only at those 
selected points where existing US military strength-would permit} 

(b) begin partial military and industrial mobilization in 
an attempt to enable the US to combat any further Soviet-sponsored 
aggression anyvrtiere in the worlds or 

(c) begin total mobilization to enable the US to threaten to 
meet any Soviet or Soviet-sponsored aggression -with war against the USSR,, 

$o The USSR probably will adopt alternative "C sooner or later 
if Soviet leaders do not estimate the risk of global war involved to be 
substantial or are prepared for a global war if it develops o 

7o If Soviet development of this alternative course of action 
leads to a general US mobilization ,it appears at this time that fche 
USSR probably- would in that event continue limited aggressions^ accompanied 
by the customary "peace" propaganda, discounting actual US initiation of 
a general war and perhaps estimating that the political and economic 
strains of mobilization would weaken or discredit the OS and its f oreijm 
policyo The USSR, however*. may: 

'„.,.., (a) desist from further aggression of the Korean type, fearing 
^global war and^taking koMlization asl an indication of greater risk 
than Soviet leaders had anticipated in choosing this course of action; or 

ex P ecfcin G US-initiated global war* attempt to seize the 
initiative by immediately attacking the «S (in effect turning to 
alternative below) 0 

Alterna tive D. The USSR may consider US intervention in Korea either as 
the prelude of an inevitable global war or as justification for beginning 
a global war for which it is prepared— in either case immediately attacking 
the US and its allies* 
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lo Kothing in the Korean situation as yet indicates that the 
USSR would deliberately decide to employ Soviet forces in direct military 
action precipitating global war 0 Such a decision is unlikely if 9 as 
now seems probable, Soviet leaders believe that? 

(a) there are continuing opportunities to expand Soviet 
influence by ths coiaparatively cheap u.nd safe means of Soviet-controlled 
Communist revolutionary activity (including propaganda, sabotage, sub- 
versions guerrilla warfare, and organized military action by local 
Communist troops — as in Korea), which can be supported by Soviet diplomacy 
and the mere threat of Soviet military strength^in-readinassi and 

(b) ths re is substantial risk involved for the USSR in the 
global war that almost certainly would ensue from direct military action 
by Soviet forces 0 

Zo The USSR would appear to have little reason to be pessimistic 
about gains by methods short of global war, particularly by adopting 
the courses of action described in Alternatives "B" and R C" above o 

3» The USSR is unlikely to choose the alternative of deliberately 
provoking global war at this time in view of: (a) the general superiority 
of ths US and its allies in total powers-potential; and (b) the fact that 
the present Soviet atomic capability is insufficient to neutralise US 
atomic retaliatory capabilities and to offset the generally superior 
power-potential of the US and its allies by interfering with the US military 
and industrial mobilization, 

IIIo Effects of a Failure of OS Forces to Hold South Korea 3 

As The immediate consequences- of a failure to hold South Korea 
wouM ber-'a damaging blow to US prestige with loss in political influence 
greater than the loss that would have been incurred if the US had not 
undertaken to support its moral commitment in South Korea- 
Bo The US would be confronted with a choice betw"'" two undesirable 
alternatives; (1) accepting the loss of US prestigejor (2) attempting to 
regain as much prestige as possible by committing substantial US 
military resources in a difficult and costly invasion of an area 
which is not of primary strategic importance to the over=all US 
military position,, In either case foreign policy and military 
capabilities would be discredited at heme and abroad, 

Co If US forces were expelled from Korea, the USSR would probably 
adopt alternative "C" as described abow (Section 11)^ It might ba 
tempted, howeverc to postpone further aggresaivs action elsewhere until 
it had determined whether, as a result of the loss of world confidence 
in the effectiveness of US aid, other areas might not be brought within 
its sphere of influence through intimidation alons* 
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Forces From Korea 
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INTELLIGENCE MEMORANDUM N0» 304 10 July 1950 

SUBJECTS Effects of a Voluntary Withdrawal of US Forces from Korea. 

Reference* IM 302, 8 July 1950, "Consequences of the Korean 
Incidento" 

COLLUSIONS 

Voluntary withdrawal of US forces from Korea would he a calamity., 
seriously handicapping efforts to maintain US alliances and build political 
influence among the nations on whose strength and energetic cooperation 
the policy of containment of Soviet-Communist eigjanslon depends <> It would 
discredit US foreign policy and undermine confidence in US military 
capabilities o Voluntary withdrawal would be more -damaging than a failure 
to send US troops to Korea in the first place or than a failure of US 
forces to hold Korea* Not only would US ccrasitments be shown to be un- 
reliable when put to a severe test, but also considerable doubt would be 
cast on the ability of the US to bach up its commitments with military 
force, 

DISCUSSION 

1. US withdrawal from intervention in Korea on behalf of the W f 
especially since UK action resulted mainly "from US initiative, would dis- 
illusion all nations heretofore hopeful that US leadership within the 
framework of the UN could preserve world peace, As a •voluntary act of the 
US, a withdrawal would damage US standing in UN affaire and would under- 
mine the effectiveness of the UN as a device for mobilizing Western re- 
sistance to Soviet-Communist eggression, 

2» The Western European allies and other nations closely aligned 
with the US would lose confidence in the military value of US commitments 
to assist them egainst armed aggression. This lack of confidence would 
militate against energetic measures to oppose the expansion of Soviet- 
Communism through the NATO and MDAP programs. Although some slight credit 



Notes This memorandum has not been coordinated with the intelligence 
organisations of the Departments of State, Army, Havy, _jjb4. the 
Air Force* 
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still might accrue to the US for initially attempting to honor its 
commitment in South Korea, most of the nations allied or aligned with 
the US are more concerned about US ability to counter threats of Susaet 
aggression than about US intentions to do so„ 

3o Pro-^IS governments, particularly in areas where the USSR could 
initiate limited military aggressions without openly using Soviet forces v 
would suffer serious losses of prestiges In some cases they might lose 
political control of the country or feel compelled %o seek an accoramoda- 
tion with the USSR (for example, Indochina, Iran), 

4* Whether or not US forces withdraw from Korea, the USSR has the 
capability of creating a series of incidents generally similar to the 
Korean affair, each one threatening either to bankrupt the US policy 
of containing Soviet expansion or to disperse and overstrain US military 
forees-in-readiness. Without directly and openly involving Soviet forces, 
such incidents could be created in Formosa, Indochina, Burma, Iran, Yugo- 
slavia, Greece, and Turkey <, The USSR will proceed with limited aggres« 
sions similar to the Korean incident if it does not estimate the risk of 
global war to be substantial or is prepared for a global war if it 
develops.., Voluntary US withdrawal from Korea probably would encourage 
rather then discourage Soviet initiation of limited -wars in other areas « 

5, Upon withdrawal from Korea or certainly after another Korean- 
style incident, the US presumably would be forced to adopt one of the 
three following alternatives t 

(a) Drastically revise the policy of general containment by 
reducing or limiting US comtaitments and by planning to combat Soviet- 
inspired aggression only at selected points where existing military 
strength would be adequate for the task? 

(b) Begin partial military and industrial mobilization in an 
attempt to enable the US to combat any further Soviet-inspired aggression 
anywhere in the world; or, 

(c) Begin total mobilization to enable the US to threaten 
to meet any Soviet or Soviet-sponsored aggression with var against the 
USSR, 

6a If the US s under the pressure of Soviet-sponsored aggressions 9 
did not drastically revise the policy of general containment but began 
mobilization on a fairly large scale, it would be politically and 
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CONFIDENTIAL 

psychologically more advantageous for the US to mobilise in rapport 
of US and UN intervention in Korea rather than to mobilize after a 
voluntary withdrawal from Korea,, 

(a) US mobilization after a voluntary withdrawal of US forces 
from Korea would do little to reduce the disillusion and defeatism that 
would spread in the Western world as a consequence of the withdrawal 
itself „ While this disillusion and defeatism might not be fatal, it 
would seriously handicap military,, political,, and economic efforts to 
strengthen the Ilorth Atlantic coranunity. 

(b) If the US should withdraw its forces from Korea and then 
begin partial mobilization, Soviet leaders would be more likely to 
anticipate war aimed directly at the- USSR than if the mobilization were 
begun in support of the UN intervention in Korea, It is possible that 
the USSR, if it should anticipate global war s would try to seise the 
initiative by attacking the US C 
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183. Daily Summary Excerpt, 12 July 1950, Possible Assault on Taiwan 
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Possible Assault on Taiwan- -US Embassy Saigon transmits c/a/s 
a US Army report that the Chinese Communist Government 
is planning an attack on Taiwan "around 15 July" and that 
the attack may coincide with an uprising on the island. As 
supporting evidence the report points to: (1) recent troop 
movements and concentrations in East China; (2) prepara- 
tions of Chinese mainland airfields and the arrival of aircraft 
and personnel needed for airborne operations; (3) recent 
declarations regarding Taiwan by Chinese Foreign Minister 
Chou En-lai; (4) a reported journey to Moscow by Mao Tse-tung 
on 4 July; (5) a recent Nationalist purge on Taiwan which source 
believes will strengthen opposition to Chiang Kai-shek; and 
(6) the extent of the US involvement in Korea, which source 
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feels Increases prospects for the success of an early 
attack on Taiwan. 

(CIA Comment: CIA has no information regarding 
a second Moscow trip by Mao nor is there any available 
evidence supporting the report that Communist China has 
selected 15 July to invade Taiwan. However, an analysis 
of recent Chinese Communist troop movements, propaganda 
and press comment indicates that the Peiping regime may 
now be capable of launching an assault against Taiwan.) 
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184. Weekly Summary Excerpt, 14 July 1950, Communist China's Role 



SECRET 



COMMUNIST CHINA'S ROLE 



As It becomes more apparent that the fighting in Korea 
will be prolonged, the military capabilities of the Chinese Com- 
munists, as well as Soviet intentions regarding the use of these 
capabilities, provide the principal key to the outcome of the 
fighting in Korea and to whether the fighting will spread to other 
areas of the Far East. Before the US action in Korea, the Chinese 
Communists were believed capable of launching, individually or 
simultaneously, successful military action against Korea, Hong 
Kong and Macao, or Indochina; a Chinese Communist invasion of 
Taiwan, though costly, was also considered within Communist 
capabilities. Events since then, however, have affected Chinese 
Communist capabilities for action in the three key areas of Korea, 
Taiwan, and Indochina, and have raised new political and strategic 
problems regarding the use of Chinese Communist military forces 
in these areas. 

Aid to Korea The USSR will be confronted with a difficult problem 
if forced to decide whether to permit a North Korean 
defeat or to use Chinese Communist troops to win or prolong the 
struggle indefinitely. Although a North Korean defeat would have 
obvious disadvantages, the commitment of Chinese Communist forces 
would not necessarily prevent such a defeat and a defeat under these 
circumstances would be far more disastrous, not only because it 
would be a greater blow to Soviet prestige throughout the world, but 
because it would seriously threaten Soviet control over the Chinese 
Communist regime. Even a victory in Korea through the use of 
Chinese Communist troops would have its disadvantages for the 
Kremlin, The presence of Chinese Communist troops in Korea would 
complicate if not jeopardize Soviet direction of Korean affairs; Chinese 
Communist prestige, as opposed to that of the USSR, would be en- 
hanced; and Peiping might be tempted as a result of success in Korea 
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to challenge Soviet leadership in Asia. In addition to these 
purely internal difficulties, the use of Chinese Communist 
forces in Korea would increase the risk of global war, not 
only because of possible UN or US reaction but because the 
USSR itself would be under greater compulsion to assure a 
victory in Korea, possibly by committing Soviet troops. 

Taiwan Invasion The principal problems confronting the 
Kremlin in deciding whether to permit 
an invasion of Taiwan are the nature and extent of US re- 
action and the risk of global war precipitated because of the 
spread of Communist military aggression. Several factors 
may lead to a decision to launch an assault on Taiwan before 
the typhoon season in late August, Recent evidence indicates 
that Chinese Communist forces are poised for the invasion 
and available land, sea and air forces may now be capable of 
launching a successful assault. If a sizeable beachhead is 
established, the resultant panic in Nationalist ranks might 
well induce desertions and snowballing defections sufficient 
to cause a virtual collapse of organized Nationalist resistance. 
The Peiping regime is already publicly committed to the Taiwan 
operation and the operation would not divert forces which might 
be needed in Korea. In addition, the USSR may reason that US 
support of Taiwan would gain less international support than the 
defense of South Korea and that the invasion should be under- 
taken before the US can reinforce its "neutralization" forces 
in the Formosa Strait. Despite these favorable considerations 
the fact remains that an invasion of Taiwan would be an immense- 
ly costly operation with the resulting political and strategic ad- 
vantages balanced by the increased risk of precipitating a global 
war which it is believed the USSR does not presently desire. 
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Support for Indochina Indochina offers the Chinese Com- 
munists their greatest opportunity 
for expanding Communist influence in Asia with the minimum 
military or political risks. From a military viewpoint, the 
Indochina conflict has been a stalemate. Despite considerable 
successes, the French have been unable fully to capitalize on 
their superiority in equipment and manpower because of the 
essentially guerrilla nature of the fighting and the terrain 
which prevents large-scale operations. Given equipment and 
supplies similar to that of the French, the forces of Ho Chi- 
Minh could shift the course of the present inconclusive warfare 
in their favor. The Chinese Communists have the capabilities 
to supply the material needed by Ho Chi -Minn and may be ex- 
pected to step up such assistance in the immediate future. 



11 



421 



185. Special Evaluation No. 39, 27 July 1950, Possibility of Soviet Aggression Against Iran 



POSSIBILITY OF SOVIET AGGRESSION AGAINST IRAN 

27 July 1950 



C onclusion 

r 

Unless the Soviet Union definitely modifies what appears 
to have been its previous policy of abstaining from open military 
action by Soviet forces, it seems probable that the USSR will not 
attack Iran but will intensify its efforts to build up subversive 
forces within Iran and to weaken the country by means of pro- 
paganda, border activities, and diplomatic pressure. (NOTE: The 
basic question of general Soviet intentions with respect to the open 
military action is not discussed here. ) 



Discussion 

1. Recent reports of increased activity along the Iranian border 
have obscured the fact that, for almost four years, Soviet forces 
have been in a position to overrun Iran without warning. In view 
of the advantages that would have accrued to the USSR from the 
acquisition of Iran and of the means at its disposal for cloaking 
aggressive action in a semblance of legality, it seems reasonable 

to assume that the USSR has been reluctant to employ its own troops 
in direct aggression. Although in attacking Iran, the USSR could 
make initially effective use of Iranians -in -exile, Soviet Azerbaijanis, 
and disaffected elements within Iran, Soviet troops would also have 
to be used—a condition that does not apply in other sensitive areas 
such as Formosa, Southeast Asia, and the Balkans. 

2. Soviet domination of Iran would give the USSR important ad- 
vantages: 

The extension of the Soviet frontiers to Iraq and Pakistan 
would facilitate penetration of the Near East and the Indian sub- 
continent. 
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b^ The USSR would also be in a more favorable position 
for extending its control over these areas in the event of 
global war. 

The USSR would have access to Iran's great oil resources. 

d. The US would be denied an important potential base of 
operations against the USSR. Conversely, the USSR would 
obtain buffer territory between its vital Baku oil fields and the 
bases from which Baku might be attacked. 

3. If the USSR were to decide upon an invasion of Iran, it would 
have open to it several courses which would, either singly or in 
combination, have the effect of cloaking its action with a semblance 
of legality. It could: 

a. Set out to "liberate" Iranian Azerbaijan with a "volunteer" 
army of Iranians -in-exile and Soviet Azerbaijanis. Clashes' be- 
tween the invaders and the Iranian armed forces would provoke 
the USSR to send in troops allegedly to restore order. The Soviet 
forces could overrun northern Iran in a few days and the entire 
country shortly thereafter. 

b, Create provocative border incidents and Instigate disturb- 
ances in northern Iran through the use of such elements- as Soviet 
agents, dissident Kurdish factions, or Tudeh Party members. 
Claiming that such disorders jeopardized Soviet security, the 
USSR would send in troops to restore order as in para, a^ above. 

c_. Invade Iran with Soviet troops under the pretext that, in 
violation of the 1921 Irano-Soviet Treaty of Friendship, US acti- 
vities in Iran were making that country a base for attack on the 
USSR by a third power. Recent Soviet notes have made this 
allegation and have requested Iran to rectify the situation. The 
treaty provides that if Iran is unable to comply with such a re- 
quest, the USSR may intervene. 
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4, Past Soviet attempts to subjugate Iran through subversion and 
intimidation achieved little success, and the present government 
is firmly committed to a policy of withstanding Soviet threats and 
pressures and of maintaining a pro-US alignment. If, however, 
Iran loses confidence in the ability of the US to fulfill its com- 
mitments or comes to believe that the US has little interest in the 
preservation of Iranian independence, the Iranian Government may 
feel compelled to seek an accord with the USSR or at least to attempt 
a course of neutrality. In either case, the USSR would be in a greatly 
improved position for taking over the country without the use of 
force. 
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186. Weekly Summary Excerpt, 28 July 1950, Soviet/Satellite Intentions 
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SOVIET/SATELLITE INTENTIONS 



As the USSR and its Satellites continued to talk loudly 
of "peace" and the -warlike intentions of the Western "imperi- 
alists," there was no slackening of reports that the USSR itself 
was preparing to initiate further aggressive moves around the 
Soviet perimeter. Although possessing the capability to move 
militarily in a number of places with little advance warning, with 
the possible exception of continued preparations for an attack 
on Taiwan, the USSR has not yet given any firm indication of its 
intention to expand the Korean conflict and increase the risk 
of global warfare involving the Soviet Union, Meanwhile, Soviet 
diplomatic activity was aimed primarily at South Asia and the 
Soviet Far East. 

Korean Support Although there has been no evidence of troop 

movements from Manchuria into northern 
Korea since the outbreak of hostilities, North Korean forces may 
soon be reinforced by Korean veterans of the Chinese Communist 
Army. Within the next three weeks, North Korean forces will 
probably have made the maximum advance possible with the 
troops currently available in Korea. If the USSR desires a quick 
victory before UN forces are further reinforced, it will have 
to call upon additional experienced troops for use in Korea. 
Although the North Koreans may have committed practically 
all their available organized and trained units merely to achieve 
a quick victory regardless of the risk, it seems more probable 
that the Northern Command has been assured of reinforcements. 
Such reinforcements would at the minimum consist of the 40- 
50,000 Koreans believed to be available in Manchuria and would 
be used to replace the heavy casualties resulting from the rapid 
North Korean advance, to cover the exposed flanks and rear, 
and, if necessary, to provide momentum for the final push against 
reinforced UN troops. The USSR could use these "Korean'' 
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reinforcements with little danger of political repercussions. 
There is at present no indication, however, as to whether 
the USSR will risk the political disadvantages involved in 
committing non-Korean reinforcements should such a step 
become necessary. 

Taiwan Assault The considerable increase in troop move- 
ments in South and Southeast China during 
the past two months indicates the probable concentration of 
Chinese Communist troops in assembly areas from which 
they could be rapidly moved to embarkation points for an 
assault on Taiwan. Further reports have suggested both 
accelerated purchase and movement to the Fukien coastal 
area of small boats and junks and the concentration of opera- 
tional supplies, notably aviation gasoline. There are no 
indications that the US pronouncement of 27 June 1950 has 
caused the Chinese Communists to abandon these preparations. 
Barring effective opposition by US naval units, Chinese Com- 
munist forces are capable of securing an initial lodgment of 
75,000 fully equipped troops on Taiwan and within two or 
three weeks of establishing control over the entire island. 
An early assault may well be launched. Communist China 
is committed to the annexation of Taiwan and so long as 
Taiwan remains in Nationalist hands Peiping loses some 
political prestige. Although such considerations do not in 
themselves require an early invasion attempt, for military 
reasons the Communists must attempt an invasion before 
the US strengthens its defensive screen of the island. In 
addition, a successful assault on Taiwan would: (1) demon- 
strate world Communist power; (2) strengthen the Soviet and 
Chinese strategic position in the Far East; and (3) promote 
lack of confidence in US commitments and undermine non- 
Communist opposition to Soviet aggression. Although an in- 
vasion of Taiwan, by enlarging the area of conflict between 
Communist and US forces, would increase the risk of global 
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war involving the USSR, such an invasion, would probably 
encounter much less international opposition than would 
Chinese Communist military operations against Korea, 
Hong Kong, or Southeast Asia. Moreover, in view of the 
fact that the Kremlin has permitted North Korean forces 
to become directly involved with US forces, it may be 
willing to permit the Chinese Communists to become 
similarly involved, thereby creating a further drain on 
US resources. 
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187. Weekly Summary Excerpt, 4 August 1950, Soviet Return to the UN 



SOVIET RETURN TO THE UN 



By returning to the UN, the USSR is seeking to re- 
establish maximum diplomatic and propaganda maneuverability 
and perhaps to lay the groundwork for a negotiated settlement 
in Korea if the turn of events there convinces the Kremlin of 
the need for such a settlement. The Soviet Union may also hope 
to gain support in Asia by attacking the highly vulnerable US 
position on Taiwan. 

The Soviet boycott was proving more and more dis- 
advantageous to the USSR. Purely aside from failing to accom- 
plish its avowed purpose —seating the Chinese Communist re- 
presentative— the boycott denied the USSR the use of the UN 
either as a medium through which it could obstruct world action in 
support of South Korea or as a sounding board for Soviet propa- 
ganda. Moreover, the Kremlin probably reasoned that by boy- 
cotting the UN it was contributing both to the potentialities of 
the UN to marshal non-Communist world opinion and to the 
growing determination of the Western world to mobilize against 
Soviet aggression. 

The vitriolic and obstructionist attitude of the USSR in 
the first three days following its return to the SC does not pre- 
clude a later Soviet effort to negotiate a settlement in Korea. 
By initially concentrating on the Chinese representation issue 
and procedural maneuvers, the USSR is attempting to confuse the 
questions of Korea and China as well as to save face by demonstrate 
ing that it has not abandoned the issue which precipitated the boycott 
and is therefore not returning to the UN out of weakness. More- 
over, the USSR is under no immediate compulsion to seek a 
settlement of the Korean issue while UN forces are still suffering 
reverses in Korea. For the present, therefore, the Kremlin can be 
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expected to make every effort to prevent the UN from focussing 
its attention exclusively on North Korean aggression. In such 
an effort, the USSR will concentrate its attacks where it con- 
siders the US to be most vulnerable — namely, the question of 
Chinese representation in the UN and the US stand regarding 
Formosa. 

In the longer run, however, the USSR probably believes 
that it must offer some form of negotiated settlement in Korea 
if it is to counter the effect the Korean war has had in stimu- 
lating Western military preparations and to protect its position 
in North Korea. While North Korean successes continue, any 
Soviet peace offer would probably not go beyond proposals for 
the withdrawal of UN military forces and the holding of all- 
Korean elections possibly with some nominal international 
supervision. The USSR would exploit some such formula to 
portray the Soviet Union as a disinterested party concerned 
only with the restoration and maintenance of peace. It would 
also be designed to capitalize on North Korean victories by 
attempting a negotiated settlement on favorable terms before an 
eventual UN counter-offensive might carry across the 38th 
Parallel and culminate in the unification of Korea under UN au- 
spices. Even if mediation on terms acceptable to the USSR is 
not feasible, the Soviet Union can seek to achieve more limited 
objectives by attempting to shift the blame for continued hosti- 
lities to the US and to block any UN -approved move to cross the 
38th Parallel. 
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188. Weekly Summary Excerpt, 1 September 1950, Far Eastern Struggle: Soviet Moves 



FAR EASTERN STRUGGLE 



Soviet Moves The latest propaganda and diplomatic moves 
by the USSR and Communist China involving 
the Far East are further tactical developments in the continu- 
ing Soviet offensive in the United Nations. Chinese Communist 
charges before the UN of US aggression against Taiwan and 
accusations that the US has violated Chinese Communist terri- 
tory fall into the now familiar pattern of the Soviet campaign 
to picture the US as the aggressor in Korea and other areas 
of the Far East, to divide the Western Powers on the con- 
troversial questions of Taiwan and Chinese representation in 
the UN, and to confuse UN discussion of the Korean situation. 

These latest moves offer few definite clues regarding 
future Soviet and Chinese Communist moves in the Far East 
and could be designed to pave the way for a number of widely 
varying Soviet actions. For example, charges that the US has 
violated Chinese territory in themselves are inconclusive? they 
may be designed merely to maintain the initiative in the SC and 
to promote Western fears of Chinese Communist intervention 
in Korea in an attempt to improve the Soviet bargaining position 
in any negotiations for a Korean solution. On the other hand, 
these accusations may actually be the propaganda build-up 
for Chinese Communist military aggression in Korea or else- 
where. Similarly, airing the Taiwan issue in the SC does not 
rule out an invasion of Taiwan, inasmuch as branding the US as 
the aggressor might later serve as justification for an attack. 
Turning the issue over to the UN, however, could serve as an 
excuse for the present failure to fulfill the pledge to "liberate" 
Taiwan. Finally, both moves may be further preparations for 
a later Soviet attempt to trade a North Korean withdrawal to 
the 38th Parallel for some concessions on Taiwan and seating 
the Chinese Communists in the UN. 
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North Korean Reserves The numerous reports of a readily 

available strategic manpower re- 
serve in Manchuria composed of Korean veterans (who had 
served with Chinese Communist forces in the Manchurian 
campaign of 1946-48) tend to be discounted by the non-appear- 
ance of such troops in the combat area. It is logical to assume 
that if such a reserve had been in existence on 25 June, it 
would have been committed shortly after UN forces had been 
committed and when its use might have proved decisive. More- 
over, since mid-July the North Korean Army has been using 
recruits with as little as two weeks' training. In addition, even 
if not immediately available in concentration areas on 27 June, there 
has been ample time since that date to organize and equip any, 
Korean veterans in Manchuria who would have been far more 
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useful in combat than the inexperienced reinforcements 
being used. Thus, it is likely that the North Koreans will 
have to depend for further replacements on: (1) non- 
veteran Koreans recruited in Manchuria and that part of 
Korea now in Communist hands; (2) untrained Chinese 
Communist or Soviet manpower resources;; or (3) Chinese 
Communist or Soviet military units, if it is decided to 
commit such forces in order either to defend the 38th parallel 
or to drive UN forces out of Korea. 
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HffiELLIGSHCE MEiORAtfflOK NO. 32h 



8 September lo£o 



SUBJECT: Probability of Direct Chinese Communist Intervention in 
Korea 



PROBLEM: To assess the probability of an open Commitment of 
Chinese Communist armed forces in Korea. 



SCOPE: The coisaitcient of both regular and local Chinese Cco- 

munist ground forces, and the Use of the Chinese Com- 
munist Air Force in support of the North Korean, 
invaders are considered 

ASSUMPTIONS'? (p.)--iajaited covert Chinese Comnunist assistance to the 
Worth Korean invaders, including the provision of 
individual soldiers, is assumed to be in progress at 





(2) Tile provision of overt assistance by the Chinese 
Communists would require approval by the USSR and such 
approval would indicate that the USSR is prepared to 
accept an increased risk of precipitating general 
'hostilities. 



^ 1. Conclusions . 

q ; " Although there te-JacTcUrect evidence, to iSiicate whether or not 
as the Chinese Communists will intervene in v North* ■ Korea, it is evident 
ra T that the. Chin^oc Communists or the USSR must fsupply trained and 
equipped ; combat replacements if the North Korean invasion is to 
achieve complete control over South Korea before the end of the year. 

Reports of an increasing Chinese Ccsmiunist build-up of military 
strength In Uanchuria, coupled with the known potential in that area, 
make it clear that intervention in Korea .i*s well within immediate 
Chinese Communist capabilities. Moreovejk recent Chinese Communist 
accusations regarding US "aggression" a%f "violation of the 

ifor an imminent overt move. 



Manchurian border" nay be stage-setting .'6 
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In view of the momentous repercussions from such an overt action, 
however, it appears more probable that the Chinese Communist 
participation in ihe Korean conflict Trill be more indirect, al- 
though significant, and will be limited to integrating into the 
Horth Korean f orces "l&nchurian volunteers," perhaps including 
air units as well as Ground troops. 

2. Present Status of Iforth Korean Forces « 

The decision whether or not to coranrLt Chinese Coamtuiict forces 
will depend in part on the availability of Korean manpower, both in 
Ifencnuria and that part of Korea now in Consnunist hands. Current 
estimates by the Department of the Army state that 140,000 trained 
Korean veterans who had served with the Chinese Communists in the 
ESanchurian campaigns of 19h& to 19^8 remain in Lanchuria and there 
constitute a strategic Hbrth Korean reserve. It is noteworthy, 
however, that (1) since 1 August librth Koreans have been using 
combat replacements with as little as two week's training; and 
(2) the North Koreans would logically have committed all available 
organized Korean units soon after UN forces had been committed 
because at that time the impact of lt0,000 trained troops probably 
would have been decisive. 

The foregoing considerations indicate either that any Korean 
reserve in Manchuria was so dispersed that it did not constitute 
an effective reserve or that this reserve never in fact existed. 
Moreover, the possibility that Korean reserves in Lianchuria have 
now been collected and reorganized and that some are now enroute 
to the combat area tends to be discounted by the fact that the 
time elapsed since 25 June should have permitted the organization 
and commitment of the majority of this reserve which would have, 
been far superior in quality to those virtually untrained Worth 
Korean troops that have actually been utilized in the fighting. 
On balance, theref ore, it appears highly probable that if a Com- 
munist victory in Korea is to be achieved by the end of the year 
the North Korean forces must now rely on either Soviet or Chinese 
CommtSjist: resources for decisive augmentation. 

3. Chinese Communist Capabilities for Intervention . 

The Chinese Communists have approximately four million men under 
arms, including regulars, l&litary District troops, and provincial 
forces. Following the fall of Uanchuria there were approximately 
565*000 Military District troops in Ltachuria (including 165,100 
ex-Nationalists ) , and possibly 100,000 to 125,000 of these W 
troops have now been integrated into the regular army and organized 
as combat forces. These units, as well as the remaining HD troops, 
probably are Soviet-equipped. In addition, reports during the 
past three months have indicated a considerable increase in regular 
troop strength in Uanchuria, It is estimated that the major elements 
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of Ion Piao's lith Field Army— totalling perhaps 100,000 combat 
veterans — are' new In Uanchuria and are probably located along or 
adjacent to the Korean border, in position for raoid commitment 
in Korea. 

Approximately 230,000 Communist regulars under ltleh Jung-chen's 
command are presently deployed in -the North Cliina area. Some of 
these troops have been reported enroute to Manchuria. 

The Chinese Communists are believed to possess an air force 
totalling 200 to 250 operational combat aircraft, some units of 
which are reportedly deployed in Manchuria. 

h. Indications of Chinese Communist Intention to Intervene . 

a. Propaganda . 

Numerous Chinese Communist propaganda attacks on the US 
during recent weeks, charging the OS with "intervention" and 
"aggression" in Taiwan, have been climaxed by two new protests to 
the UH claiming US air attacks in violation of the Manchuria-Korea 
border. It is possible that these charges, besides serving a use- 
ful propaganda function, may be aimed at providing an excuse for 
Chinese Communist intervention in Korea. 

r 

b. Kalitary Activity . 

Since the fall of Hainan in April 1950, reliable reports 
have indicated that elements of Lin Piao's Itth Field Army were being 
moved northward from the Canton area. 1 IJaJor elements of the lith 
Field Army are now believed to be either in or enroute to Manchuria. 
Other reports indicate that military construction is in progress 
near Antung and along the Talu River. Strengthening of Iknchurian 
border defenses might either be a logical security development in 
view of the Korean conflict or a prelude to the offensive employment 
of forces in the area. 

Reports of increased activity at Antung on the Manchuria- 
K©rea border include the reported arrival of Chinese Communist 
aircraft. Antung has also been reported as the main base of the 



1. Reports of preparation for this move were received as early as 
February 1950, trail in advance of the assault on Hainan by LIN's 
forces. Although these preparations may have been part of 
announced CCF plans for demobilization, it appears more likely 
that these elements were Korean troops of Lin Piao's army being 
released to the North Korean Army. 

2. The three airfields in the Antung area could handle a total of 
300 aircraft. 
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Horth Korean Air Force;, -where that depleted force can seek refuge 
from UB air attacks. Numerous reports of recent Hbrth Korean 
activity* including revetment construction at airfields south of 
the 38th Parallel have been received. These construction reports 
could indicate the imminent forward movement of air reinforcements 
for the North Koreans. Although some of this anticipated air sup- 
port might be provided by the as yet untested Chinese Communist Air 
Force, there is no firm evidence to support such a contention. 

5. Factors Militating Against Chinese Conamniat Intervention . 

The commitment. of Chinese Communist armed forces in Korea would 
clearly transform the Korean conflict from an ostensibly "internal" 
dispute to an international struggle. The decision to commit 
Chinese Communist troops to the Korean conflict would significantly 
affect the Soviet position in China as well as in Korea, and Soviet 
influence over both Peiplng and Pyongyang might be jeopardised. 
Other factors which might tend to deter Chinese Comminist interven- 
tion in the Korean war, but which -would be of minor consequence in 
so momentous a decision, ares (1) Chinese national and military 
pride might cause friction if Chinese troops were placed under 
Soviet or Korean command; and (2) Chinese Communist intervention 
would probably eliminate all prospects for China's admission to the 
United IJations. 
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SOVIET/ COMMUNIST ACTIVITY 



Communist China and Korea 
Military Assistance Numerous reports of Chinese Com- 
munist troop movements in Manchuria, 
coupled with Peiping's recent charges of US aggression and 
violations of Chinese territory, have increased speculation 
concerning both Chinese Communist intervention in Korea 
and disagreement between the USSR and China on matters of 
military policy. It is being argued that victory in Korea can 
only be achieved by using Chinese Communist (or Soviet) 
forces, that the USSR desires to weaken the US by involving 
it in a protracted struggle with China, and that the Chinese 
Communists are blaming the USSR for initiating the Korean 
venture and thus postponing the invasion of Taiwan. Despite 
the apparent logic of this reasoning, there is no evidence in- 
dicating a Chinese-Soviet disagreement, and cogent political 
and military considerations make it unlikely that Chinese Com- 
munist forces will be directly and openly committed in Korea. 

Global War The commitment of Chinese Communist forces in 

Korea, by enlarging the scope of the conflict, 
would substantially increase the risk of general war. Soviet 
actions since the Korean fighting began indicate that the USSR 
still not only wishes to avoid global war but believes it can 
make substantial gains in Asia by continuing its strategy of 
relying on indigenous "liberation" forces assisted, but not to 
the point of overt intervention, by neighboring Communist regimes. 

Political Difficulties Purely aside from these considerations, 

and even if the USSR were willing to 
assume a greater risk of general war, commitment of Chinese 
Communist forces in Korea would entail serious political dif- 
ficulties for both the USSR and the Peiping regime. It would tend 
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to strain rather than solidify the Chinese-Soviet alliance, 
partly because in the event of the conflict spreading to 
China, the Peiping regime would expect substantial aid 
beyond mere material assistance from the USSR, aid which 
the USSR would be reluctant to grant for fear of itself be- 
coming involved in the conflict. The Soviet Union consequently 
might face serious political problems in retaining control 
over Peiping and Pyongyang, and prospects for Communist 
China's admission to the UN would be virtually eliminated. 

Indirect Aid The decision to provide indirect assistance, 

such as the commitment of Manchurian 
"volunteer" units, would present some difficulties. More- 
over, victory might not be assured by the maximum scale 
of such indirect assistance. If large numbers of non -Korean 
manpower were necessary, they probably could not be supplied 
without being recognizable as direct Chinese Communist inter- 
vention, thus inviting retaliation against China by UN forces, 
as would direct involvement. 

Interim Considerations Although decisive Chinese Communist 

intervention, either direct or indirect , 
is thus unlikely, both the USSR and the Peiping regime will con- 
tinue their attempts to exploit Western fears of this eventuality. 
Charges of US border violations and aggression not only fit into 
the "peace" propaganda campaign but are designed by increasing 
Western fear of Chinese Communist military action to obtain 
Western political concessions for the Peiping regime as well 
as to create an atmosphere for obtaining a favorable settlement 
in Korea. 
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KOREAN DEVELOPMENTS 



The UN landing at Inchon, by rapidly changing the 
outlook of the campaign in South Korea, brings appreciably 
nearerfthe time when North Korea, as well as the USSR, 
must implement crucial political and military decisions re- 
garding the ultimate fate of North Korea, With presently 
available forces, the North Koreans will be unable to hold 
South Korea; a choice of the lour broad "alternative courses .. 
of action available to the enemy, therefore, depends in the 
last analysis on the extent to which the USSR is willing to 
write off North Korean field forces or perhaps North Korea 
as a whole. These courses of action are: (1) North Korean 
military action aimed primarily at defending North Korea ;Z: 
from invasion by UN forces, possibly combined with North 
Korean peace proposals; (2) commitment of Chinese Commu- 
nist or Soviet troops north of the 38th Parallel; (3) an attempt 
by the USSR itself to settle the conflict diplomatically; or 
(4) efforts by some third party, perhaps under Soviet influence, 
to mediate the conflict. 



Military Prospects Successful consolidation of the UN beach- 
head at Inchon and Seoul would effectively 
interdict the main route of supply for the estimated 120-130,000 
North Korean troops engaged in southeastern Korea. Unless 
UN forces can be expelled from the Seoul area, organized re- 
sistance in the south cannot last long. It is estimated, however, 
that with the exception of 15-20,000 relatively ineffective 
security troops, all North Korean combat units have already 
been committed to the fighting in the southeast. Moreover, it 
is not believed that Korean reserves now being trained could 
undertake action against the Inchon beachhead soon enough to 
prevent the retreat, with heavy losses, of Nofith Korean troops 
from the southeast. Militarily, then, the most probable course 
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of action by North Korean forces, and the one offering the 
best chance of success, would be the commitment of North 
Korean reserves to a defensive role and a simultaneous with- 
drawal of as many combat units as possible over secondary 
lines of communication from the southeast to defensive posi- 
tions along the 38th Parallel. 

Soviet Plans Given this probable military development, 

the USSR must soon: (1) refrain from inter- 
vening and rely on the North Korean forces to prevent their 
own military defeat by UN forces; (2) employ Chinese Com- 
munist or Soviet troops in North Korea; or (3) attempt to 
achieve a diplomatic settlement . The disadvantages to the 
Soviet Union of the two latter alternatives make the first the 
most likely Soviet course of action. 

Both the commitment of non-Korean military units 
and a diplomatic solution negotiated by the Soviet Union 
itself would force the USSR to disavow its previous stand 
regarding the Korean question. Since the invasion began, 
the USSR has made every effort to localize the conflict and 
to disassociate itself completely from the North Korean action 
as well as from the UN action. Military action at this time 
would clearly undermine this position , and even further weaken 
the current Soviet peace offensive, while Soviet diplomatic 
action would force the USSR to accept the legality of UN action. 
The USSR might, however, encourage the North Koreans or 
some third party to seek a settlement. In either event, the 
North Korean position would probably be so weak as to leave 
the terms of settlement largely in the hands of the UN. 

Global War Soviet unwillingness to substantially increase 

the risk of global war and the Soviet appreciation 
that the employment of Soviet or Chinese Communist troops 
in Korea would represent such a risk are even more compelling 
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reasons for the USSR to refrain from military intervention, 
even at the expense of a Communist military defeat in North 
Korea. Faced with the prospect of UN air and naval harass- 
ment of lines of communication in North Korea, the USSR 
would probably not employ its troops or those of Communist 
China without providing them with substantial air cover. 
Inevitable conflict with UN aircraft might lead to a situation 
which the USSR might consider itself unable to control short 
of precipitating general war. Even if the USSR issued prior 
warning of such a move, it could not be assured that UN air :': 
forces would refrain from such attacks. Moreover, Soviet 
or Chinese Communist aid to the North Koreans would leave 
Chinese and Manchurian supply routes, and possibly indus- 
trial installations, open to air attack. The USSR would prob- 
ably avoid risking damage to this segment of the Communist 
Far Eastern potential unless it intended to initiate general 
war in the immediate future. 

Diplomatic Action Any Soviet offer of a negotiated settle- 
ment, in addition to requiring the USSR 
to abandon its position of refusing to accept the legality of 
the UN's position in Korea, would place the USSR in a very 
disadvantageous position. Such an offer would have to go 
beyond a pious call for a "peaceful settlement*'; in view of 
the changed military situation, the USSR no longer has any 
trump cards. Its bargaining position is so weak that pros- 
pects for a settlement favorable to the USSR are extremely 
limited. The USSR might attempt to improve its bargaining 
position by threatening to reoccupy North Korea; such ar 
threat, however, would entail the strong risk of being forced 
to carry it through. An unfavorable settlement in which the 
USSR had participated or which had been preceded by a mili- 
tary bluff would be more damaging to Soviet prestige than 
the consequences of a continuation of the present hands-off 
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policy. The Kremlin, therefore, is more likely to seek to 
thwart UN efforts through its usual tactics of obstructionism 
in the UN, coupled with guerrilla warfare, subversion, sabotage, 
and propaganda within Korea. Although the North Koreans either 
themselves or through a third party would also be at a disadvan- 
tage in seeking a diplomatic solution, if military developments 
make such an attempt advisable, neither they nor the USSR will 
be restrained by those considerations of prestige which would 
deter such action by the USSR alone. 
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193. Daily Summary Excerpt, 30 September 1950, Possible Chinese Intervention in Korea 
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2 - Possible Chinese Communist iatsatfiat lop in Kffitfi a. — US / 
Ambassador Kirk has received reports from his 1 C-Ay 5 

and TL 3 colleagues In Moscow that Chinese Communist ^ 
leaders in Peiplng favor Chinese military Intervention in 
the Korean warif UN forces cross the 38th Parallel. Ac- 
cording to Kirk's information, reports concerning the exist- 
ence of this sentiment among Chinese Communists have come 
frorntheQ ^charge and the£ Jambassador in Peiplng. 
The[_ ^representative is reported to have told his govern- 
ment that a Chinese Communist decision on Intervention has 
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crystallized since mid -September and is based on the conviction 
that the entering of US forces into North Korea would indicate 
a basic US aim to carry the war to Manchuria and China in 
order to return Chiang Kairshek to power in China. In com- 
menting on this information, Kirk says he finds it difficult 
to accept these reports as authoritative analyses of Chinese 
Communist plans. He takes the line that the logical moment 
for Communist armed intervention came when the UN forces 
were desperately defending a small area in southern Korea and 
when the influx of an overwhelming number of Chinese ground 
forces would have proved a decisive factor. He warns that 
prudence is indicated in this situation but expresses his view 
that the Chinese Communists, through press propaganda and 
through personal contacts with foreign diplomatic personnel, 
have taken a strong line since the Inchon landing in the hope 
of bluffing the UN on the 38th Parallel issue. 




- 2 - 




444 



194. Daily Summary Excerpt, 3 October 1950, Possible Chinese Communist Intervention in 
Korea 




HPS 



GENERAL 





Possible Chinese Communist intervention in Korea --US ( 
Embassy London transmits a report from the UK Foreign 
Office that Chinese Communist Foreign Minister Chou En- 
lai called in Indian Ambassador Panikkar in Peiping on 
3 October and informed him that if UN armed forces crossed 
the 38th Parallel, China would send troops across the frontier 
to participate in the defense of North Korea. Chou En-lai re- 
portedly added that this action would not be taken if only South 
Korean forces crossed the Parallel. 

(CIA Comment: The Chinese Communists have long 
had the capability for military intervention, in Korea on a 
scale sufficient to materially affect the course of events in 
Korea, and they now are supporting Soviet efforts to intimi- 
date and divide the US and its UN allies over the issue of 
crossing the 38th Parallel. CIA estimates, however, that the 
Chinese Communists would not consider it in their interests 
to intervene openly in Korea if, as now seems likely, they 
anticipate that war with the UN nations would result. 

The "reliability and accuracy" of the source of this 
report are open to question. It is also entirely possible that 
he is being used by the Chinese Communists to plant this 
information in an effort to influence US and UK policy.) 
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195. Weekly Summary Excerpt, 6 October 1950, Korea and Soviet Policy; Chinese 
Communist Problems 



' r ^ p gp rpn t 



KOREA AND SOVIET POLICY 

Over-all Soviet Policy The loss of North Korea and the 

defeat of the North Korean Com- 
munist regime are not likely to produce any immediate or 
drastic Soviet reaction. The Kremlin will probably view the 
Korean failure as a temporary setback to Its long-range ex- 
pansionist plans , but not one so damaging to the over -all 
Soviet position at home or abroad as to require an immediate 
change in the tactics it has been pursuing since the end of 
World War II, In the immediate post-Korea period, the 
Kremlin will be most concerned with the effect the Korean 
invasion has had in: (1) uniting the non-Communist world 
against Communist aggression and stimulating Western re- 
armament; (2) revealing to the Satellites and Communist 
Parties Soviet fallibility and failure to rescue one of its 
Satellites; (3) weakening Communist promises of early suc- 
cess for Communist-led colonial liberation movements; and 
(4) demonstrating that Soviet power and influence in Asia will 
not go unchallenged by the West. The USSR will probably be 
reluctant to attempt another Korean-type venture in the near 
future, fearing either failure and thus even greater disadvan- 
tages than grew out of the Korean invasion, or the necessity to 
use Soviet troops to achieve success, thus increasing the risk 
of general war,. The USSR will therefore attempt to minimize 
the UN victory while continuing and intensifying its support for 
subversive and guerrilla operations by local Communists, especi- 
ally in Indochina, and the current ' 'peace" propaganda campaign 
will be pressed with renewed vigor. 

Korean Settlement Meanwhile, in Korea itself, the possibility 
continues to diminish that the USSR or the 
Chinese Communists will intervene militarily to prevent the UN 
occupation of North Korea. Soviet propaganda and diplomatic 
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activity of recent weeks suggest that the USSR has, tempo- 
rarily at least, written off Korea. Continued Chinese Com- 
munist threats (made through the Indian Ambassador at 
Peiping) to intervene if US troops cross the 38th Parallel 
are believed to be primarily a last-ditch attempt to in- 
timidate the US from taking such a step. In the interim, 
!Jie USSR will use its rapidly diminishing opportunities for 
obstructing UN action in Korea, but probably will make no 
serious effort to reach agreement with the Western Powers. 
Realizing that military developments have destroyed any 
favorable bargaining position which either the USSR or North 
Korea once possessed, the Kremlin will probably not counten- 
ance a North Korean peace bid and instead will attempt to make 
the UN Yictory as costly as possible. 
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CHINESE COMMUNIST PROBLEMS 

Foreign Policy Foreign Minister Chou En-lai's recent 

lengthy review of Communist China's for- 
eign policy contains no new assertions or accusations and 
none of the guarded threats is sufficiently strong to indicate 
any major change in Peiping's foreign policy. The statement 
that US "intervention" in China will be repelled is an idle 
one, as the promise to liberate Taiwan specified no time 
limit; and the intention to liberate Tibet, preferably through 
negotiation, but if necessary by force of arms, has been ex- 
pressed before. The Foreign Minister's remarks regarding 
diplomatic relations with Western countries, relations with 
the USSR, and the hostile attitude of the US have been uttered 
many times in the past. Those parts of Chou's speech which 
have been interpreted as indicating a Chinese Communist 
intent to occupy North Korea or invade Indochina are in fact 
estimated to indicate less drastic actions. The statement 
that the Korean Communists can "obtain final victory" 
through "persistent, long-term resistance" probably implies 
extensive Chinese support of North Korean guerrillas and 
sanctuary for North Korean leaders. However, the intimation 
that Communist China is now prepared to rush to its neighbor's 
assistance was probably an attempt to bluff the UN into not 
crossing the 38th Parallel, rather than a forewarning of 
Chinese intervention. Finally, Chou's remarks on the UN 
suggested Peiping's interest in participating in any UN settle- 
ment of the Korean question. 
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1. Chinese Communists intervention in Korea discounted — 
US Ambassador Murphy in Brussels has been informed by 
a high official of the Belgian Foreign Office that the Belgian 
Government, which has many contacts in China, has no in- 
formation "of a disturbing nature" regarding the possibility 
of direct military intervention in Korea by the Chinese Com- 
munists. The official expressed the opinion that the recent 
statements of Chou En-lai, Chinese Foreign Minister, should 
be closely examined because the Chinese were evidently pre- 
pared to make equivocal statements to please the Russians, 
without, however, making a definite commitment to act openly 
in Korea. The Belgian official also pointed out that present 
Chinese obligations were great and their supply and economic 
situation very difficult. 

(CIA Comment: Communist China has carefully re- 
frained from making a public commitment to aid North Korea 
by direct intervention. Public and private threats by Communist 
China officials to intervene directly in North Korea have prob- 
ably been designed primarily to deter UN forces from going 
beyond the 38th Parallel.) 
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CRITICAL SITUATIONS IN THE FAR EAST 



A. Threat of Full Chinese Communist Intervention in Korea 



I. Statement of the Problem. 

1. To estimate the threat of full-scale Chi- 
nese Communist intervention in Korea. 

il. Capabilities. 

2. The Chinese Communist ground forces, 
currently lacking requisite air and naval sup- 
port, are capahle of intervening effectively, hut 
not necessarily decisively, in the Korean 
conflict. 

(II. Factors Bearing on Intent. 

3. Indications of Intentions. Despite state- 
ments by Chou En-lai, troop movements to 
Manchuria, and propaganda charges of atroci- 
ties and border violations, there are no con- 
vincing indications of an actual Chinese Com- 
munist intention to resort to full-scale inter- 
vention in Korea. 

4. Factors Favoring Chinese Communist In- 
tervention. 

a. Intervention, if resulting in defeat of UN 
forces, would: (1) constitute a major gain in 
prestige for Communist China, confinning it 
as the premier Asiatic power; (2) constitute a 
major gain for World Communism with con- 
comitant increase in Communist China's stat- 
ure in the Sino-Soviet axis; (3) result in the . 
elimination of the possibility of a common 
frontier with a Western-type democracy; and 
(4) permit the retention of sources of Man- 
churian electric power along the Yalu River. 

o. Intervention, even if not resulting in a 
decisive defeat of UN forces, would: (1) en- 
able the Chinese Communists to utilize for- 
eign war as an explanation for failure to carry 
out previously announced economic reforms; 
(2) be consistent with and furnish strong im- 
petus to anti-Western trends in Asia; and (3) 
justify a claim for maximum Soviet military 
and/or economic aid to China. 

c. Intervention, with or without assurance 
of final victory, might serve the cause of World 
Communism, particularly the cause of the So- 



viet Union, in that it would involve the West- 
ern bloc in a costly and possibly inconclusive 
war in the Far East. 

d. The Communist cause generally and the 
Sino-Soviet bloc particularly face the pros- 
pect of a major setback in the struggle with 
the non-Communist world if UN forces are 
permitted to achieve complete victory in 
Korea. 

5. Factors Opposing Chinese Communist 
Intirvention. 

a. The Chinese Communists undoubtedly 
fear the consequences of war with the US. 
Their domestic problems are of such magni- 
tude that the regime's entire domestic pro- 
gram and economy would be jeopardized by 
the strains and the material damage which 
would be sustained in war with the US. Anti- 
Communist forces would be encouraged and 
the regime's very existence would be en- 
dangered. 

b. Intervention would minimize the possi- 
bility of Chinese membership in the UN and of 
a seat on the Security Council. 

c. Open intervention would be extremely 
costly unless protected by powerful Soviet air 
cover and naval support. Such Soviet aid 
might not be forthcoming because it would 
constitute Soviet intervention. 

d. Acceptance of major Soviet aid would 
make Peiping more dependent on Soviet help 
and increase Soviet control in Manchuria to a 
point probably unwelcome to the Chinese 
Communists. 

e. If unsuccessful, Chinese intervention 
would lay Peiping open to Chinese resentment 
on the grounds that China would be acting as 
a Soviet catspaw. 

f. From a military standpoint the most fa- 
vorable time for intervention in Korea has 



fir. Continued covert aid would offer most of 
the advantages of overt intervention, while 
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avoiding its risks and disadvantages. Covert generally, without risking war with 

aid would enable the Chinese Communists to : the US. 

(1) Avoid further antagonizing of the UN 

and reduce risk of war with the US; IV. Probability of Chinese Communist Action. 

(2) Promote the China-led Asiatic peo- 6 Whjle fuU , scale Chinese Communist in- 
ples' ''revolutionary struggle," while ta Korea must ^ rega rded as a con- 
ostensibly supporting peace; possibility, a consideration of all 

(3) Mamtam freedom of action for later , " _ . , * ' ^ „ . . , 
choice between abandonment of aid lmawn factors lea< ^ to <*» conclusion that 
or continuing such covert aid as barring a Soviet deasion for global war, such 
might be appropriate to Chinese Com- action fa not probable in 1950. During this 
munist needs in Korea; period, intervention will probably be confined 

(4) Satisfy the "aid Korea" demand in to continued covert assistance to the North 
Communist circles in China and Asia. Koreans. 
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198. Weekly Summary Excerpt, 13 October 1950, Korean Situation: Military Tactics 



KOREAN SITUATION 

Military Tactics Despite the UN peace ultimatum, the 
North Koreans have reiterated their 
determination to continue resistance throughout Korea for 
a r ; long as possible. Although the North Koreans will con- 
tinue to receive substantial material assistance from the 
USSR and Communist China, they will be forced to rely 
largely on their own manpower resources, except in the 
unlikely event of direct Chinese Communist or Soviet inter- 
vention. Some Korean units may still be transferred from 
Chinese armies to North Korea and Peiping may send a 
few Chinese troops across the Yalu River to protect its 
bridges and the hydroelectric plant at Suiho. The principal 
Chinese Communist contribution, however, probably will 
consist of military and other supplies, bases for reorganiz- 
ing and re-equipping North Korean troops, and sanctuary 
for North Korean leaders charged with directing long-term 
guerrilla resistance. The North Koreans, meanwhile, prob- 
ably now have at their disposal approximately 15 major units 
of division size or less, comprising approximately 140,000 
men. Only 40,000 of these have seen combat in the south, 
the remainder being hastily trained conscripts with little 
combat efficiency. The entire force, while capable of stiff 
defensive action at key points, is estimated to lack the 
strength or experience to continue prolonged organized 
resistance. 



- 5 - 



x- a y a & CHt, t 



452 



199. ORE 29-50 Excerpt, 13 October 1950, Consequences to the US of Communist 
Domination of Mainland Southeast Asia 
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CONSEQUENCES TO THE US OF COMMUNIST DOMINATION 
OF MAINLAND SOUTHEAST ASIA 1 



SUMMARY AND CONCLUSIONS 



Communist domination of mainland South- 
east Asia would not be critical 1 to US security 
interests but would have serious immediate 
and direct consequences. The gravest of such 
consequences would be a spreading of doubt 
and fear among other threatened non-Com- 
munist countries as to the ability of the US to 
back up its proclaimed intention to halt Com- 
munist expansion everywhere. Unless offset 
by positive additions to the security of non- 
Communist countries in other sensitive areas 
of the world, the psychological effect of the 
loss of mainland Southeast Asia would not 
only strengthen Communist propaganda that 
the advance of Communism is inexorable but 
would encourage countries vulnerable to So- 
viet pressure to adopt "neutral" attitudes in 
the cold war, or possibly even lead them to an 
accommodation with Communism. 
■ Domination of the Southeast Asian main- 
land would increase the threat to such West- 
ern outposts in the Pacific as the island chain 
extending from Japan to Australia and New 
Zealand. The extension of Communist con- 
trol, via Burma, to the borders of India and 
Pakistan would augment the slowly develop- 
ing Communist threat to the Indian sub- 
continent. The fall of the Southeast Asian 
mainland would increase the feeling of in- 
security already present in Japan as a result 



■Assumption: (a) that major US policies in the 
Far East will be Implemented substantially as now 
conceived; and (b) that Communist control of 
Southeast Asia will result In denial of the area to 
US and pro-Western nations. 

*By "would not be critical to US security Interests'" 
is meant that the loss of the area to Communist 
domination would not have a decisively adverse 
effect on the capabilities of the US to win a global 
war. 



of Communist successes in China and would 
further underline the apparent economic ad- 
vantages to the Japanese of association with 
a (Communist-dominated Asian sphere. 

The countries of mainland Southeast Asia 
produce such materials on the US strategic 
list as rubber, tin, shellac, kapok, and teak in 
substantial volume. Although access to these 
countries is not considered to be "absolutely 
essential in an eriiergency" by the National 
Security Resources Board, US access to this 
area is considered "desirable." Unlimited So- 
viet access to the strategic materials of main- 
land Southeast Asia would probably be "desir- 
able" for the USSR but would not be "abso- 
lutely essential in an emergency" and there- 
fore denial of the resources of the area to the 
Soviet Union would not be essential to the US 
strategic position. Communist control over 
the rice surpluses of the Southeast Asian 
mainland would, however, provide the USSR 
with considerable bargaining power in its re- 
lations with other countries of the Far East. 

Loss of the area would indirectly affect US 
security interests through its important eco- 
nomic consequences for countries aligned with 
the US. Loss of Malaya would deprive the UK 
of its greatest net dollar earner. An imme- 
diate consequence of the loss of Indochina 
might be a strengthening of the defense of 
Western Europe since French expenditures for 
men and materiel in Indochina would be avail- 
able to fulfill other commitments. Exclusion 
of Japan from trade with Southeast Asia 
would seriously frustrate Japanese prospects 
for economic recovery. 

Communist domination of mainland South- 
east Asia would place unfriendly forces astride 
the most direct and best-developed sea and air 



Note: The Office of Naval Intelligence has concurred in this estimate; for dissents of the 
intelligence organizations of the Departments of State, Army, and the Air Force, see 
Enclosures A, B, and C, respectively. The estimate contains information available to 
CIA as of 15 September 1950. 
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routes between the Western Pacific and India 
and the Near East. The denial to the US of 
intermediate routes in mainland Southeast 
Asia would be significant because communi- 
cations between the US and India and the 
Near East would be essential in a global war. 
In the event of such a war, the development 
of Soviet submarine and air bases in mainland 
Southeast Asia probably would compel the de- 
tour of US and allied shipping and air trans- 
portation in the Southeast Asia region via con- 
siderably longer alternate routes to the south. 
This extension of friendly lines of communi- 
cation would hamper US strategic movements 
in this region and tend to isolate the major 
non-Communist bases in the Far East — the 
offshore island chain and Australia — from 
existing bases in East Africa and the Near 
and Middle East, as well as sfrom potential 
bases on the Indian sub-continent. 

Besides disrupting established lines of com- 
munication in the area, the denial of actual 
military facilities in mainland Southeast 
Asia — in particular, the loss of the major 
naval operating bases at Singapore — would 



compel the utilization of less desirable periph- 
eral bases. Soviet exploitation of the naval 
and air bases in mainland Southeast Asia 
probably would be limited by the difficulties 
of logistic support but would, nevertheless, in- 
crease the threat to existing lines of commu- 
nication. 

The loss of any portion of mainland South- 
east Asia would increase possibilities for the 
extension of Communist control over the re- 
mainder. The fall of Indochina would pro- 
vide the Communists with a staging area in 
addition to China for military operations 
against the rest of mainland Southeast Asia, 
and this threat might well inspire accommo- 
dation in both Thailand and Burma. Assum- 
ing Thailand's loss, the already considerable 
difficulty faced by the British in maintaining 
security in Malaya would be greatly aggra- 
vated. Assuming Burma's internal collapse, 
unf avorable trends in India would be acceler- 
ated. If Burma were overcome by external 
aggression, however, a stiffening of the atti- 
tude of the Government of India toward In- 
ternational Communism could be anticipated. 
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FAR EAST 

Possible Chinese Communist intervention in Kore a—According 
to US Embassy Hague, 

J] four divisions ot unidentified troops, presumed to be 
Chinese, have crossed the Manchurian border into North Korea. 

(CIA Comment: There have been numerous reports during 
recent weeks regarding four Chinese Communist units (variously 
identified as Armies and Divisions) which are alleged to have 
crossed into Korea from Manchuria, and the Netherlands Charge's 
report may be a repetition of these earlier claims. CIA continues 
to believe that the Chinese Communists, while continuing to assist 
the North Koreans, probably will not: intervene openly in the present 
fighting in Korea. ) 
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Chinese Communist intervention in Korea --The US Military 
Liaison. Officer in Hong Kong transmits a report that the 
Peiping regime has decided to take military action in North 
Korea; (The report is attributed to a representative of the 



According to source, 400,000 Chinese Communist troops had 
been moved to the Korean border and alerted to cross on the 
night of 18 October or "two days later.'' 

(CIA Comment: For some time the Chinese Commu- 
nists have possessed the capability for direct military inter- 
vention in the Korean conflict. CIA believes, however, that 
the optimum time for such action has passed. The USSR and 
China are not considered at this time to be willing to assume 
the increased risk of precipitating a third World War which 
#ould result from direct Chinese Communist intervention in 
Korea.) 
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202. Daily Summary Excerpt, 28 October 1950, Reports on Chinese Involvement in Korea 
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Reports on Chinese involvement in Korea --According to a 
^source in Hong Kong, it was decided in early October 
it a conference in Peiping attended by Chinese, Soviet and 
^orth Korean leaders that if UN troops crossed the 38th 
Parallel and North Korean forces were unable to hold them, 
he main part of the North Korean forces would be withdrawn 
o Manchuria for future use while the balance would carry on 
guerrilla warfare in Korea. Meanwhile, another[_ 3 source 
n Hong Kong has learned that the Chinese Communists and 
he USSR regard the Korean war as virtually ended and are 
lot planning a counteroffensive. . Source added that the bulk 
)f the Chinese Communist units had been withdr awn from 
Corea, leaving only skeleton forces in order to create the 
mpression that a large number of Chinese Communist forces 
vere still present, thus deceiving US intelligence so that the 
naximum number of US troops would be committed in Korea 
or the longest possible time. 

(CIA Comment: CIA concurs in general with these in- 
lications of over-all Soviet and Chinese Communist intentions 
egarding Korea. The presence of independent organized 
Chinese Communist units in Korea has not yet been confirmed; 
he above reports concerning skeleton Chinese for ces, however, 
if e consistent with fragmentary field reports thus far received 
in Chinese Communist participation in the Korean fighting. 
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POW reports of Chinese Communist forces in North Korea -- <Xs-~«h/ 5 

The Commanding General of the US Eighth Army in Korea d 

reports that the ten Chinese Communist prisoners of war 

captured as of 30 October have claimed during interrogations 

that the 119th and 120th divisions of the Chinese Communist 

40th Army and the 117th division of the 39th Army are now in 

Korea. 

(CIA Comment". Although there are major units of 
Chinese Communist forces along the Manchurian-Korean 
border, the presence of Chinese Communist urnis in Korea 
has not been confirmed. CIA continues to believe that direct 
Chinese Communist intervention in Korea is unlikely at this 
time. However, Ihere is a strong possibility (hai the Peiping 
regime may move troops across the border in an effort to 
establish a "cordon sanitaire'' around the Suiho hydroelectric 
plant and other strategic border installations essential to the 
Manchut ..an economy. There is also the possibility that, these 
Chinese were sent into North Korea to plant reports of Chinese 
Communist forces in North Korea in the hope of slowing the UN 
advance, and thereby providing time for North Korean forces to 
reorganize. Ordinarily, privates in the Chinese army do not. 
possess the detailed order -of -battle information which these 
POW's passed on to US field interrogators,) 
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] Chinese Communist troops in Korea — US Embassy Seoul cy<? 

' transmits the estimate of US Eighth Army headquarters 
that, although information is still "sketchy" and confirma- 
tion is lacking, two regiments of Chinese Communist troops 
may be engaged in the Eighth Army sector. Eighth Army 
headquarters has not yet definitely established whether these 
Chinese Communist troops are fighting as independent units 
or are "sandwiched' ' among North Korean forces. A later 
field report states that POW's captured north of Hamming 
identified their unit as the Chinese Communist 124th Division. 
The POW's, who were wearing new cold-weather uniforms, 
spoke in the Peiping and North Manchurian dialects and said 
thai their unit had entered Korea op or about 16 October. 

(CIA Comment: There probably are small numbers 
of Chinese Communist troops currently operating in Korea, 
but CIA does not believe that the appearance of these Chinese 
Communist soldiers indicates that the Chinese Communists 
intend to intervene directly or openly in the Korean war.) 
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3. QHINA: " intervention" in Korea —US Consul General Wil- 
kinson in Hbng Kong, transmits a report P 

3 that during an August conference of top 
Sino-Soviet leaders, the decision was made for Communist t _ 
China to "participate m the Korean war." £. j 
the formal decision was made on 24 October at a meeting pre- 
sided over by Chinese ;Premier Mao Tse-tung.(2 "^also 
claims that twenty Chinese Communist armies are now in 
Manchuria (thp strength of a Chinese Communist army ranges 
from 20-30,000)? included in these twenty armies are eight 
armies of the Fourth Field Army as well as elements of the 
other three Field Armies of the Chinese Communist forces. 

Reports from US representatives in London and 
Rangoon and fromC ilsources in Taiwan indicate consider - 
able' troop movement from China proper into south Manchuria 
during October. According to these reports, Mukden is under 
martial law and a state of war emergency exists with air raid . 
precautions and other defense preparations under way. Factoriei§ ;> 
in Mukden and Antung are being dismantled and moved north. 
Twenty jet fighters of unknown natipnality have appeared over 
Mukden. The city is .said to be in a state of panic, with many 
Communist pfficials and residents moving north. "Large numbers" 
of Russian troops^ both in and out of uniform, have arrived,' as 
weir as materiel, including self -"propelled guns and naval mines. 
The UK Consul in Mukden has told the British Foreign Office that ■ 
he has been ordere'd.to leave by 3 November, ostensibly because he 
objected to preparation of Chinese Communist defense installations 
in the UK pbnsu,iar compound. 

(CIA Comment: Major units of the Chinese Communist 
Fourth Field Army have been moving to Manchuria for several 
months. Although elements of the other three Field Armies 
could be moving north, there is no confirmation that units of these 
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Field Armies are in Manchuria. There is no confirmation 
that a high-level Sino-Soviet conference decided that Com- 
munist China should intervene in Korea, but it is quite possible 
that, the Peiping regime decided to Increase its support and 
assistance to the North Koreans. Such a decision could logically 
• lead to large-scale defensive preparations by the Chinese Com- 
munists in anticipation of possible UN retaliation for this increased 
military assistance. On the basis of available evidence, CIA con- 
tinues to believe that Chinese Communist participation in the 
Korean conflict will be limited to defense of the Manchurian 
border and that open large-scale intervention by Communist 
China is not likely.) 
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CHINESE COMMUNIST PLANS 



Korean Intervention Fresh, newly-equipped North Korean 

troops have appeared in the Korean 
fighting, and it has been clearly established that Chinese Com- 
munist troop units -are also opposing UN forces. Presentfield 
estimates are that between 15,000 and 20,000 Chinese Commu- 
nist troops organized in task force units are operating in North 
Korea while the parent units remain in Manchuria. Finally, 
current reports of Soviet-type jet aircraft in the Antung-Sinuiju 
area indicate that the USSR may be providing at least logistic 
air support for the defense of the Manchurian border,, 

These indications of increased Chinese Communist 
support and assistance to North Korean forces point to a deci- 
sion to establish a "cordon sanitaire" south of the Yalu River. 
Although the possibility cannot be excluded that the Chinese 
Communists, under Soviet direction, are committing themselves 
to a full-scale intervention in Korea, their main objectives 
appear to be to guarantee the security of the Manchurian border 
and insure the continued flow of electric power from the vital 
Suiho hydroelectric system to the industries of Manchuria. The 
Suiho hydroelectric system is of vital importance to Manchuria, 
and Peiping's apprehension may have been increased by the recent 
statement of a South Korean general that allocation of power to 
Manchuria would be cut off. The reported evacuation of industrial 
machinery and civilian personnel from Mukden and intensification 
of air-raid precautions in that city, appear to indicate that Peiping 
anticipates possible UN retaliatory action against Communist 
China for Peiping's activities in Korea. 
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THE KOREAN SITUATION 

Chinese Intentions Although the Chinese Communists, 

in intervening in Korea, have accepted 
a grave risk of US -UN retaliation and general war, the 
limited extent of their intervention to date may indicate 
that their objective is merely to halt the advance of UN 
forces in Korea and to keep a Communist regime in being 
on Korean soil. In so doing, the Chinese Communists would: 
(1) avert the psychological and political consequences of a 
disastrous outcome of the Korean venture; (2) keep UN forces 
away from the actual frontiers of China and the USSR; (3) re- 
tain an area in Korea as a base of Communist military and 
guerrilla operations; (4) prolong indefinitely the containment 
of UN, especially US, forces in Korea; (5) control the dis- 
tribution of hydroelectric power generated in North Korea 
and retain other economic benefits; and (6) create the pos- 
sibility of a favorable political solution in Korea. 

The Chinese Communists, however, still retain full 
freedom of action. If successful in destroying the effective 
strength of UN forces in North Kprea, they would pursue their 
advantage as far as possible. In any case, they would probably 
ignore an ultimatum requiring their withdrawal, and, if Chinese 
territory were to be attacked, they would probably enter Korea 
in full force. With forces available in Manchuria, the Chinese 
Communists are capable of committing more troops in an 
attempt to prevent a UN victory in northern Korea. A possible 
development of the present situation, therefore, is that the 
opposing sides will build up their combat power in successive 
increments to checkmate the other until forces of major magni- 
tude are involved. At any point in this development, the danger 
is present that the situation may get out of control and lead to 
a general war. 
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GENERAL 

1. Chinese Communis!; intentions ai the UN --Indian Am- d./0-js 
bassador Panikkar in Peiping has informed his govern- C / W- 

ment that the Chinese Communist Government is anxious 
to secure a peaceful settlement of the Korean issue, but 
only on the condition that Communist China participates 
in such a settlement. Panikkar adds that the impression 
in Peiping is that the Chinese Communist representatives 
due soon at the UN will be agreeable to settling the Korean 
question through discussions outside the Security Council. 
Panikkar believes the Chinese representatives may also be 
willing to discuss informally with representatives of the 
US and other powers issues of a general character. In passing 
this report to US Ambassador Henderson in New Delhi, Sec- 
retary General Bajpai of the Indian Ministry of External Affairs 
said he was withholding comment because he had lost con- 
fidence in Panikkar. Bajpai explained that he did not want 
to give the impression that the Indian Government was trying 
to bring pressure on the US to come to an understanding with 
Peiping. 

According to the US delegation to the UN, the Swedish 
representative to Moscow (now visiting New York) is inclined tb._ 
think that the Chinese military moves were of a flexible nature, 
designed for probing and for limited purposes generally. The 
Swedish representative feels the Kremlin is not now prepared to 
allow present activities to develop into a general war. 



2. Communist China's intentions in North Korea - -Thte L. 3 ^-//J/S 

Ambassador in Peiping has informed his government that: ~ ^ 
(a) the Chinese Communist movements toward Korea are on a ' . 
large scale; and (b) Peiping publicity points to fear and alarm ^(dc* 
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concerning possible Invasion. The Swedish Ambassador 
expressed the opinion that the lull in the Korean fighting is 
due partly to the strength of UN forces, but mainly to Chinese 
Communist feeling that power plants and reservoirs are 
reasonably protected. 

The C_ 2 Charge in Peiping has expressed the 

opinion that Chinese Communist intervention' m Korea was 
motivated chiefly by fear of US aggression, especially against 
.Manchuria., and that the long -term aim of the Peiping regime 
is to establish a "really independent" Korean state which 
would not be a threat to China. The Charge feels that the short- 
term aim of Communist China is to protect the frontier by the 
creation of a border zone free of UN troops, and he believes 
the Chinese actually wish to avoid hostilities with UN troops 
provided UN forces remain outside a 50 -mile gone south of 
the Manchurian border. 

TheQ J] Embassy In Peiping has expressed the 
view thai the Chinese Communists are ready to go "to any 
length" to aid the North Koreans and that they are fostering 
mass hysteria based on alleged US intentions to fcvade Man- 
churia. The £ ^Ambassador believes the Peiping regime 
is convinced that; (a) the fighting in Korea will spread to Man- 
churia and that the USSR will aid the Chinese Communists if 
Manchuria is invaded; (b) the Soviet Air Force is superior to 
the USAF and the US cannot spare additional ground forces for 
Korea; and (c) a "'US -dominated" Korea will constitute a threat 
to China. 
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(CIA Comment: Except for the Indian Ambassador, 
the diplomatic community in Peiping has extremely limited 
contacts with Communist officials. These reports, except 
for troop movements and similar activities, represent personal 
opinions. CIA believes the Chinese Communist regime is 
primarily concerned with possible UN retaliatory action rather 
than an unprovoked US military attack. Moreover, Peiping has 
not yet committed itself to go "to any length" to salvage the 
Korean Communist regime, and maximum Chinese Communist 
intervention may not be necessary to achieve Peiping's objectives 
in Korea. CIA is convinced that, for the immediate future, Chinese 
Communist operations in Korea will probably continue to be de- 
fensive in nature. However, Peiping's present strategy in Korea 
may envisage the steady replacement of North Korean losses until 
the UN no longer regards the unification of all Korea as practicable.) 
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